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MT helutility industries will be €xamined in order of the size of their 
total capital expenditure in 1959 with railways combined with air, motor and water 
transport in order to avoid revealing the identity of the firms. 

Electric Power 

The basic determinant of capital expenditures in most utility industries, 
and that mentioned most frequently by officials interviewed, is the need to provide 


the service demanded 
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|. BACKGROUND 


Any comprehensive study of Canada’s financial 
system must pay particular attention to household 
investment and its financing. Households, or the 
individuals that comprise them, are the only self 
justifying participants in the financial system. 
Their needs and wants are what business enter- 
prises, govemments and other institutions are 
created to serve. Also, households merit attention 
because collectively they form the largest sector 
of the economy. Household saving, and conse- 
quently household investment, is massive. As a 
result the rate of asset accumulation and the 
distribution of assets which households seek to 
achieve have important implications for the rate 
and composition of the growth of the rest of the 
economy as well as a direct hearing upon their 
own welfare. Specifically, two contemporary 
financial issues are closely connected with 
household investment and financing. Unlike 
financial institutions household investment is not 
subject to statutory restriction. They are not 
legally precluded from being important suppliers 
of risk capital, to small business and other users. 
The other issue concerns pensions. The ability 
of households to accumulate net worth and the 
quality of theirinvestment and financing decisions 
are pertinent to the question of what role private 
and public pensions plans should play in retire- 
ment financing. Indeed, how well households 
manage such self directed activities as saving, 
borrowing, and investing over their lifetime would 
seem to have a rather more fundamental implica- 
tion, an implication for the feasible limits of 
economic individualism in our society. 


Despite the obvious importance of individual 
or household investment and its financing, there 


was little systematic, comprehensive data on the 
subject when the Commission began its work. 
Taxation Statistics, published annually by the 
Department of National Revenue provides data on 
the various types of taxable investment income. 
While such data are useful, at best income figures 
are crude indicators of relative asset values, and 
must be capitalized at appropriate rates to obtain 
wealth estimates. Also, important types of invest- 
ment income, such as the implicit income from 
the ownership of houses and household goods, are 
not taxable and are not reported in income tax 
returns. The Dominion Bureau of Statistics publi- 
cation, Incomes, Liquid Assets and Indebtedness 
of Non-Farm Families in Canada, 1958, provides 
aggregate values for several types of cash-income 
producing investments, owner occupied houses, 
and indebtedness. Useful as this source is, it 
does not include several important balance sheet 
items, and provides a limited basis for examining 
the factors that may be expected to influence 
individual investment and financial behaviour. 


Accordingly, the Consumer Survey was under- 
taken with the fundamental objective of attaining 
greater knowledge of the pattern of household 
investment and its financing, and a greater under- 
standing of the influences and conditions under- 
lying that pattern. More specifically an attempt 
was made to: 

(1) determine the size and composition of a 
more comprehensive, more detailed balance sheet 
of a sample of Canadian non-farm households, 
and how the size and composition and components 
of the balance sheet vary with important economic 
and social characteristics of the household; 

(2) provide data for examining the extent to 


Spring, 
returns were obtained. This appendix outlines 
the method, presents the results, and includes 
notes for prospective users, but does not include 
an analysis of the results. 
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which prevailing and expected economic conditions 
affect the pattern of household investment and 
financing; 


(3) probe some of the attitudenal factors under- 


lying investment patterns and changes in them, 
such as desires for safety of principal, ready 
marketability, 
appreciation. 


maximum current return, capital 


Work on the survey spanned the period from 
1962 to Spring, 1964. A total of 1,221 


ll. ~ DEFINITIONS FOR TABLES 


In the interpretation of the tables in this ap- 


pendix the following definitions apply: 


BALANCE SHEET 


Total Assets: ‘‘financial’’ assets and ‘‘family 
dwellings.”’ 


Financial assets: ‘‘cash producing’’ assets, 
with drawable pension funds, 
trusts and estates. 


Cash producing assets: “‘liquid’’ and ‘‘other 
producing’’ assets. 


Liquid assets: deposits (domestic and foreign 
bank deposits, credit union and 
other deposits) and Canada Sav- 
ings Bonds. 


Illiquid Cash producing assets: bonds other 
than Canada Savings Bonds, mort- 
gages and other loans, publicly 
traded shares, shares in invest- 
ment mutuals, trusts or clubs, 
equity in own business, and other 
real estate (excluding family 
dwellings). Assets of these types 
which are not currently producing 
money income (e.g. non-dividend 
paying shares) are included. 


Cash producing equity: publicly traded shares, 
shares in investment mutuals, 
trusts, or clubs, equity in own 
business, and rental real estate, 


Fixed claims: ‘‘Liquid’’ assets and “‘illiquid 
fixed claims.”’ 


Illiquid fixed claims: ‘‘other cash producing 
fixed claims’’ (i.e. bonds other 
than Canada Savings Bonds, and 
mortgages and other loans), with- 
drawable pension benefits, trust 
and estates. 


Family dwellings: owned homes and recrea- 
tional residences. 


Total debt: mortgage, instalment and other 


debt. 


Mortgage debt: loans secured by family dwell- 
ings or other real estate. 


Instalment debt: non-mortgage debt requiring 
monthly payments. 


Other debt: debt other than mortgage and 
instalment debt, exclusive of 
charge accounts, 

Net Worth: assets less debts, both as ob- 


tained from the survey. 


INCOME 

Total income: figures are for 1961 and include 
wages and salaries, net business 
or professional income other than 
wages and salaries, investment 
income (comprising dividends, 
bank, bond and mortgage interest) 
government payments, ‘‘other 
money income’’ (rents, pensions, 
etc.) and ‘‘other money received’’ 
in the form of capital gains and 
bonuses not elsewhere included, 
by all members of the family. In- 
heritances and gifts, included in 
‘other money received’’ in the 
questionnaire, were also reported 
separately and thus could be ex- 
cluded (see p. 154 of the question- 
naire). The whole of ‘‘other money 
received’’ was not excluded from 
totalincome because ‘“‘bonuses’’ 
were expected to be an important 
component, and so-called capital 
gains could appropriately be 
viewed as income in the case of 
active speculators. 


ee 


Principal source of income: 
Salaries and wages include 


“other money received”? from 
capital gains and bonuses (6 
cases). 
Business and professional: as re- 
ported. 


Investment income and other 
money income: investment income 
comprises dividends other than 
from own corporations; bank, bond 
and mortgage interest. ‘‘Other 
money income’’ includes rents 
and pension receipts. Investment 
income predominates in only 14 
cases, 
Goverment payments: as re- 
ported, 

Wife’s contribution to income: as_ reported. 


Does not include family allow- 
ances. 


HEAD OF HOUSEHOLD 


Household: includes head of household and 
immediate family only. 

Average age: figures are numerically weighted 
averages of representative points 
in age groupings. 

Life cycle groupings: 

Ages: Young 39 and under; middle 
aged, 40 to 64; old, 65 and over. 
Widows, divorcees, etc. with 


children are treated as married 
and distributed accordingly. 


lll. - NOTES ONTHE TABLES 


A comment on the household balance sheet 

A full accounting of household financial 
position, it is submitted, would include certain 
items which are peculiar to this type of entity. 
First there is the present value of social security 
rights. The value of this asset depends upon the 
level of benefits, adjusted for the probability of 
receiving them, discounted by the households 
time-value of money to determine its present worth. 
Second, there is the present value of the prospec- 
tive labour service to be supplied by the members 
of the household. For most households, where 
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the head is not approaching retirement, and unem- 
ployment risk is not unduly high, it is to be ex- 
pected that this would be the predominant asset. 
Third, there is an implicit liability in the form of 
the present value of the outlays to be made in 
support of the various members of the household. 

These of course are nebulous assets and 
liabilities which are not readily susceptible to 
measurement. Nevertheless it is desirable that 
they be mentioned for it is readily apparent that 
they can be large and have a significant, indeed a 
dominant, effect upon financial behaviour. The 
present value of prospective earned income can 
be many times the magnitude of financial assets 
and, when some sort of skill is attainable or 
possessed, can provide much more scope for 
‘capital appreciation’’ than investment in shares. 
Similarly the advent of a child reduces family net 
worth substantially since its prospective costs 
will be borne by the household, but typically it 
will reach an income earning age upon or only 
shortly before leaving the household. 


Basic variables 
In this report the following economic and 
social variables or characteristics are emphasized: 


Balance sheet components: assets; liabilities; 
net worth 

Income: total household; principal source; 
wife’s contribution. 

Life cycle stage of household 

Size of household: number of members 

Age of head of household 

Age of head — size of household 

Occupation of head (including ‘‘financial — 
other’’) 

Employment: type, experience of head of house- 
hold. 


The three components of the balance sheet 
have partly separate, partly connected influences 
upon financial behaviour. Because of differences 
in the net returns to scale an investment in liquid, 
cash producing, and household fixed assets, and 
because of differences in the denominations of 
investments, asset distribution can be expected 
to vary with total assets. The level of indebted- 
ness is a determinant of debt service load and 
has a bearing upon the volume of assets accu- 
mulated and their composition. Net worth is of 
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interest as the measure of net accumulated wealth 
and for the influence that it may have upon asset 
composition and willingness to borrow. 

Total income is of interest for its effect upon 
ability to accumulate net worth, service debt, and 
through these two effects, the ability to accumulate 
assets. Risk bearing capacity, and hence asset 
distribution, is also related to total income. 
Principal source of income provides some indica- 
tion of the importance of liquid and cash producing 
investments compared to the ‘‘present value’’ 
assets noted above. When part of household in- 
come is contributed by the housewife the condi- 
tion can be expected to affect the household’s 
financial behaviour in any of several ways. For 
example, if her job is tenuous, or for reasons of 
family raising she is expected to leave the labour 
force, the household might behave like a family 
with a lower ‘‘permanent’’ income. Taking paid 
employment might well increase the demand for 
household fixed assets and for credit to finance 
them, 

Occupation of the household head is significant 
for at least two reasons. Career-earnings levels 
and patterns, and unemployment risks, vary be- 
tween occupations. These conditions suggest 
differences in the present value of prospective 
earned income. Differences in unemployment risk 
also suggest differences in the needs for liquid 
assets. The second significant reason is that 
certain types of investment are occupation-related. 
An occupation may entail the skills and be a 
source of information pertinent to a particular 
type of investment. Also, related investment can 
provide opportunities for employing occupational 
skills. Examples of such connections are business 
executives and shares; skilled labourers and 
rental real estate. The ‘‘financial — other’’ divi- 
sion of occupations was an attempt to divide 
households between those which might have extra 
knowledge or skills for investing in securities and 
those who would not. 

Life cycle, age of head, size, and age-size 
are kindred variables. Life cycle and age-size 
both provide information related to both age and 
size. Compared to life cycle, the age-size distri- 
bution provides less specific information related 
to age, but more which is related to size. The 
age and the size classifications carry this sub- 
Stitution further, each providing no specific in- 


formation about the other. Nevertheless, associ- 
ation is to be expected between age of household 
head and size of household. Age of head is im- 
portant as an indicator of the period over which 
there has been an opportunity to accumulate net 
worth, and of the period remaining for its further 
accumulation before it must be drawn upon to 
finance retirement. Size of household can be ex- 
pected to affect the implicit return or yield on the 
ownership of household fixed assets. 

Type of employment distinguishes heads of 
households who are employees, self-employed, or 
not in the labour force. The self-employed com- 
prise an entrepreneurial group which can have an 
important outlet for saving in the form of the 
internal financing of their businesses. The self- 
employed presumably all classify themselves as 
business executives in the occupational classi- 
fication. Retired persons and women comprise a 
large proportion of heads of households not in the 
labour force. This group is heavily dependent 
upon cash producing assets, and pensions, trusts 
and estates for its money income, 

Classification by employment experience is 
intended to permit observation of the financial 
characteristics of households who either have and 
have not had interruptions in this major component 
of total income, or who otherwise have not de- 
pended upon eared income. 

Because of the difficulty of preparing addi- 
tional tables at a later date, and to provide max- 
imum impetus for research on this subject, a 
liberal tabulation plan was adopted. 


Assets, liabilities, and net worth (Tables 1-13) 

Ten of the 13 tables of this section are con- 
cerned with all three main sections of the house- 
hold balance sheet. The remaining three tables 
provide information on assets and liabilities the 
incidence of which, but not the values, were 
obtained in the survey. 

As reported in this survey households in the 
seven cities held an average assets totalling 
$20,421, liabilities of $3,591 and hence net worth 
of $16,830. Of reported assets liquid (11%), cash 
producing (35%) and pensions, trusts and estates 
(6%) together comprised about one-half and family 
dwellings the other half (49%). The largest type 
of asset was the owned home which averaged 
$9,393 or 46% of total assets; next was equity in 


— 


own business at $3,397 or 17% of household 
assets. Debt amounted to approximately 18% of 
assets; mortgage debt on owned houses alone was 
14% of assets. 

An American report on response error has 
indicated a tendency for liquid assets and non- 
mortgage debt to be under-reported.’ Holdings of 
Canada Savings Bond as reported by households 
in the seven cities late in 1962 averaged $731 
per household. This compares with an estimate 
of $916 for all Canada for the last four months of 
1962, based on holdings as reported by the Bank 
of Canada, and a linear year-end interpolation of 
the number of households reported by DBS in 
May 1962 and May 1963.? Holdings of Canada 
Savings Bonds appear to be positively related to 
level of family income (see: Table 45), and in- 
comes, as indicated by amounts reported in 
taxable tax returns appear to be higher in the 
seven cities than in Canada (4% higher in 1960; 
see: Taxation Statistics, 1962). There is thus 
some basis for expecting Canada Savings Bond 
holdings reported in the survey to exceed national 
estimates based on Bank of Canada data, but they 
do not. 

Non-mortgage debt as reported by households 
in the seven cities late in 1962 averaged $508, 
excluding charge accounts. This compares with 
an estimate for Canada of $890 per household 
(excluding charge accounts), based on data for 
consumer debt reported by the Bank of Canada. 
To the extent that consumer debt is related to 
income the higher incomes apparent in the seven 
cities suggest that debt per household should 
exceed the national average. Non-mortgage debt 
thus appears to be hyphenated. Its effect upon 
net worth, however, is relatively small and 
seemingly is at least partly offset by an under- 
reporting liquid assets. 

Table 1 omits a number of items in the house- 
hold’s financial position that would be reported 
in the balance sheet for a business firm. Assets 
omitted are currency, accruals of salaries, wages 
and investment income, inventories, life insurance, 
and consumer durables. Of these the last two are 


1, John B. Lansing, Gerald P. Ginsburg, Kaisa Braaten, An 
Investigation of Response Error, Studies in Consumer Savings, 
No. 2, (Urbara, Il1.: Bureau of Economic and Business Re- 
search, Univ. of Illinois, 1961) pp. 3—4. 


2. D.B.S. Household Facilities and Equipment, May 1962: ibid., 
May, 1963. 
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undoubtedly the largest. Life insurance policy 
holder reserves per household in Canada late in 
1962 were roughly $1,140. A very rough estimate 
of the value of cars and seven other major durables 
per household in the seven cities is $1,360. 
Assuming life insurance assets per household in 
the seven cities to be the same as the national 
average (higher incomes suggest above average 
values), the two major omitted assets would 
amount to $2,500. The omitted liabilities are 
charge accounts and miscellaneous payables. 
Based on charge account debt as reported by the 
Bank of Canada, charge accounts per household 
at the end of 1962 amount to $90. Miscellaneous 
payables per household presumably were smaller. 
Assuming levels in the seven cities to be roughly 
the same as for Canada as a whole, omitted assets 
obviously far exceeded omitted debt, possibly 
by $2,500. 


Assets (Tables 14-62) 

Tables 14-17 distribute total assets by major 
asset classes and by the basic economic and 
social variables, Other fixed claims comprises 
bonds other than Canada Savings Bonds, mort- 
gages and other loans, withdrawable pension 
benefits, trusts and estates. Trusts and estates, 
which were 15% of other fixed claims, undoubtedly 
include some equity investment. But such mis- 
classified investment can be only a minor propor- 
tion of other fixed claims. The division between 
liquid and other fixed claims on the one hand, 
and cash producing equity and family dwellings 
on the other, is one between fixed claims and 
equities with the former a little overstated and 
the latter correspondingly understated. Classified 
as shown, fixed claims were about one-fifth and 
equity claims about four-fifths of total assets 
reported by the households. 

Investment in family dwellings has a dominant 
influence on investment pattern. Of total house- 
holds 52.0% owned their own home and its average 
value was $18,046 (Table 25). A market value of 
$12,000 or more was estimated by 85.6% of home- 
owners (Table 32). For 47.0% of total households 
the owned house was the largest asset, averaging 
74.9% of their total assets (Table 26). 

Pension assets in this survey are valued on a 
liquidity basis. Value is determined by the amount 
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that the contributor could withdraw, This amount 
apparently is significantly less than the actuarial 
value, i.e. the present value of the amount probably 
receivable. Table 29 indicates that some 14% of 
those contributing to pensions had no withdrawal 
rights, and over one-half could withdraw only 
their own contributions or less. Employers’ con- 
tributions and in many cases at least interest on 
employees’ contributions would be excluded. 
Even where more than the employees’ own con- 
tributions could be withdrawn, the amount in many 
cases is likely to be less than the actuarial value 
because the owners’ contributions and interest 
thereon might have to be foregone. As noted in 
section V—METHOD —theestimated values of 
withdrawable pension benefits were subject to 
much editing. 


Debts (Tables 63-82) 

A distinction can be drawn between two ap- 
proaches to borrowing. On the one hand debt can 
be very closely linked with specific, large, in- 
frequent transactions, such as purchasing a house, 
car or other major durable, or securities. On the 
other it may arise from a more general approach 
to borrowing in which debt is employed more or 
less continually, the amount rising or falling 
depending upon whether the debtor’s other trans- 
actions collectively comprise a net source or a 
net use of cash. Debt is thought of merely as a 
means of financing a proportion of asset holdings, 
not as a means of acquiring particular assets. Or 
if this second type of borrower does not borrow 
more actively, he may nevertheless be more active 
in his borrowing in that he seeks loans from the 
most favourable source pledging the most appro- 
priate collateral he can offer. For either reason 
it is to be expected that in this latter approach 
to borrowing assets purchased with the proceeds 
of the loan are less likely to be pledged as 
security for the loan than when borrowing is less 
frequent or less carefully undertaken, 

In the case of bank loans it was possible to 
distinguish between loans obtained to buy the 
assets used as collateral and loans for other 
purposes. The latter were 85.8% of the total 
number of bank loans obtained by households in 
1961, as reported in the survey (Table 67), 


Debt ratios (Tables 83-104) 

The tables in this section provide further 
indications of the approach to indebtedness of 
households in large urban centres. Ratios of debt 
amortization payments to family income (Tables 
83-8) indicate the extent to which households 
are prepared to assume rigid commitments in this 
form. Such payments, in part at least, substitute 
for commitments to pay monthly rentals, or to 
otherwise buy necessary services on a more or 
less regular basis. The assumption of debt might 
not increase the proportion of outlays that are 
difficult to adjust so much as increase the dif- 
ficulty of adjusting a given proportion of outlays. 
For example rental housing contracts are shorter 
than mortgage contracts and changing rental 
accommodation involves fewer costs than chang- 
ing owner occupied housing. Nevertheless ratios 
of debt amortization payment to income suggest 
the leverage effects given changes in total in- 
come will have upon income available for other 
purposes, 

Ratios of total annual amortization payments 
to liquid assets provide some indication of the 
ability of households to service their amortized 
debt despite reduction of income. A total of 63.4% 
of households either had no amortization payments 
to make or had annual amortization payments that 
were less than their liquid assets (Table 89). 


By comparison with home mortgage loans, 
instalment and other debt is relatively short-term 
debt and often may involve no charge for prepay- 
ment. Ratios of non-mortgage debt to liquid assets 
provide some indication of the ability of house- 
holds to clear or reduce such debt should they 
wish to do so. A total of 15.1% of households held 
liquid assets in excess of their non-mortgage debt. 


Ratios of total debt to total assets indicate 
the extent to which households rely on debt to 
finance their asset requirements and the margin 
of protection for creditors. The leverage effect 
upon net worth of given changes in asset values 
varies with the debt-to-asset ratio. 

Ignoring ‘‘present value’’ assets and liabilities, 
the omission of items from the balance sheet 
tended to raise the ratio of debt to assets. Life 
insurance is excluded as an asset, but policy 
loans are included in debts; consumer durables 
are omitted from assets, but loans against them 


are included in debt. Charge accounts are omitted 
from debt but as noted earlier their amount appears 
to be small. At least some of the casesin which 
reported debt exceeds reported assets are attrib- 
utable to omissions. 


Attitudes and Opinions (Tables 110-133) 

These tables provide data on motivations of 
securities holders; investment features considered 
important by households; household expectations 
about their future income and future use of credit, 
and about price level changes; and data intended 
to indicate effects which monetary policy has had 
or might have. The data should be interpreted with 
particular caution. They are based on attitudes 
and opinions. Some questions, especially those 
about hypothetical changes in credit terms (Tables 
129-33), were reported by interviewers to be 
difficult for respondents to understand, Other 
questions apparently were susceptible to misunder- 
standing, respondents attaching a different mean- 
ing to them than was intended, Only on this basis 
do some of the replies seem to make sense. It is 
possible of course for replies not to be sensible, 
but if such replies truly reflect the respondents’ 
thinking they would be enlightening and valuable. 
However, whether they reflect ignorance or mis- 
interpretation of the question is not always 
determinable, 

For example, respondents were asked to in- 
dicate how important various investment features 
were to them. Where they indicated a feature to 
be important they were asked to state the types 
of investments which would best meet this require- 
ment. Of households which reported ‘‘capital 
gains’’ to be ‘‘very important’’ or ‘‘important’’, 
12.5% included bank accounts among the best 
investment for meeting this requirement. (Table 
114). Replying to the same question, 25.0% in- 
cluded Canada Savings Bonds, and 30.1% included 
other bonds. Common stock was mentioned by 
only 35.7% of households. Does this mean that 
the above proportions of respondents felt that 
bank deposits and Canada Savings Bonds can rise 
in price? Or is ‘‘appreciation’’ being interpreted 
as ‘‘accummulation’’, for which purpose liquid 
investments would be suitable? 

In the replies to the questions on hypothetical 
changes in credit terms (Tables 129~—33), perhaps 
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the most notable feature is the effect of tightening 
terms. The proportion of respondents replying that 
they would make no purchase at this time or make 
a cheaper purchase because of tightened credit 
terms was as follows: 


7% of households 
which would reduce 


purchase 


Auto House Automobile 
Interest rate higher, 
monthly payments 
higher 5 10 47.5 46.0 
Interest rate higher, 
term-longer, monthly 
payments same -- - DO eo 15.6 
Amount smaller, 
monthly payments 
smaller 20 10 30.3 15.0 
Term shorter, 
monthly payment 
higher 10 10 40.5 Se 


7% change in 
Change in Terms + Payment. + 


House 


These proportions indicate large responses. 
In interpreting these data two points are important 
to note. The first is that because the questions 
were particularly difficult to understand, those 
who were able to answer them possibly were above 
average in sensitivity to changes in credit terms. 
The second point is that the hypothetical changes 
in credit terms involve magnitudes which are 
unlikely to be realized in the markets concerned 
within a short period of time when they are func- 
tioning subject only to free market forces and 
general monetary policy. For example, to produce 
a 5% change in monthly payments on a two-year 
finance company loan with 9% add-on finance 
charges would require add-on charges of about 
6% or 12%. These charges are roughly equal 
respectively to interest rates of 18, 12 and 24% 
on the outstanding balance of the loan. To produce 
a 10% charge in monthly payments on a 614%, 20- 
year, full amortization mortgage loan would require 
a change in the rate of interest of roughly 1% 
percentage points. A change of 10% in monthly 
payments effected by changing the term would 
require a reduction of about 2.5 months and an 
increase of about 3.4 months in the finance com- 
pany loan; a decrease of three to four years and 
an increase of 5 years in the case of the mortgage 
loan, Similarly changes of 20% and 10% in average 
finance company and mortgage loan amounts seem 
unlikely to occur in short periods. 
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TABLE 1 


Average Balance Sheet of Households in 
Seven Canadian Cities, 1962 


Account $ Jo 
ASSETS 
Cash Producing: liquid 
Deposits ......cccccccecccccccrccoes 566006 SOOTOGUL 1,425 7.0 
Canada Savings Bonds ........- UG BIO O OTROS we aon 3.6 
Ota learsieteters SG OMGO.O.0 Orne Dabelelshatetche: shelistte se CleteFeys aie 2,156 10.6 
Cash Producing: illiquid 
Other Bonds cries ciels clove cleie ose eleleloe siete a telotate ofereietele ee 531 2.6 
Mortgages and other loans ............ SACO oO MacEnOOd 608 3.0 
Publicly Traded Shares.......... OM OO RIBRO RE Oncva id OIG : 974 4.8 
Shares in Mutual Funds, ............ saboocoboac SO. ONC 146 0.7 
Investment Trusts, Clubs ........ Shcia tetarel evel sTecersenene ee 
Equity in Own Business ......... SOMA MOCOEOUDOCOMOC : 3,397 16.6 
Real Estate... clcie + « AOC OTD COAOO OUD. COLLAG siehersiene LO27. Tha 
Ota luetertercts Rua tel aia ol atetosedauofenens-okerenale s Brave vakous Sage Dens 7,183 3552 


Pension Funds, Trusts and Estates 


Withdrawable Pension Funds .......ccscccccccccrceess 767 3.8 
Trusts or Estates....... Wa lo wher otnblorel eater clone! uofete si sieis.s.0 Sil ieg/ 
CT Otel. sareteicierel trite chal oe Soh aviere.le a etevenetelenererels St RACAL WLS 5a5) 


Owne dsrHomesutetereices ele : eitcteneleheltelete OOO DG.G.00 46.0 | 
Recreationalspwellings:, sir cie ec iclele sheletoletele olehe COuIS OIG 2.8 | 
Total Preretelere tere eters Brat evel ede oketerelsiiavorens JOAGOOCOBOOOOOS 48.8 


ANOHUANL: ZNSSIOAES cio ohoc ooceocodac sioteioietetalele coerce 20,421 


DEBTS 

Mortgage Debt 
Bamily Dwellings scttsrclereicerelctele A OUD OOOO COD DOBOO DAT SV 13.5 
Otherie alel Stacteweparerclelelaistelate eleteteteretetelotel eietetelel icles eles 331 1.6 
Otalactcsien sists SOC OGL Mietelcnersnsiictel tetel seeks ooo ocd SodoD Oe 3,083 15.1 
InstalmentsDedtevtycke) stevaiolerve ¢ciciels cere 6 ol veces 6 oieé bane o OOmn 6 274 1.3 
Others ebtererce crereleels siayelere FIDO OD CC OO SOOO. OU OG O.COE 234 1.1 
AROWEANG IDIDIEMISE Goooonadnoo DON TOnGds onHOOGe : se 3,591 17.6 
INNode WOME as oGac agen agenaceL 550600 90 Oot.6 ON OOE 16,830 82.4 


Note for all tables: For list of cities see page 


For explanations of balance sheet items and characteristics f 
DERI TES Toner cal nore of income and head of household (including life cycle groupings) see 
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TABLE 2 


Distribution and Characteristics of Households, 
by Balance Sheet Components, Seven Canadian Cities, 


1962 
Average per Household 
aa Total Income 
pecelagare he ae Assets Debts ae Pb Members pie 
holds bution 
$ $ $ $ To 4 No Yrs 
Total Assets a 
Vaoascososcacanoao:s 5.3 — 280 —280 Deals! 9.7 2.9 47 
$1 — 90 Oe Tevalelsieleis\ sole 20.0 317 346 —29 3,764 5.8 3.5 39 
PL OOOl— 45499 anos sc cscs 0% 13.8 2,310 251 2,059 4,663 6.3 3.1 40 
$4 SOOk— tA 99u es sso cic cies 4.0 5,682 449 5,233 4,863 4.7 3.0 44 
7000 — 9,999 7b ccs ss sles 2.4 8,424 1,089 7,335 4,738 6.9 shi 47 
$10,000 — 14,999 .....-.rcc0. 9.4 12,574 3,676 8,898 4,768 5.5 SVE 46 
S15; O00K— 24,9997... 2... 50200 INSP} 19,151 5,735 | 13,416 6,431 9.5 3.5 46 
$25,000 149,990 res. Foo os oe 13.4 33,675 7,496 26,179 8,428 6.1 Sa 48 
$50,000 — 99,999 ............ 3.8 69,183 53993) |, 63,030) | 10,5353 4.2 3.2 53 
LOU, O00 OF INOre 63% 3,06 4:45's.0 » & 2.8 233,790] 15,441] 218,349 | 17,587 4.0 3.4 53 
Total Debts 
OUR eeaees GSeeSeRoes ° 39.8 16,227 - 16,227 5,018 Sat 2.9 48 
$1 — I) ste oso acads 17.8 4,653 373 4,281 4,517 6.2 3.6 40 
$1,000) — 4,499 wos cs ccscare 12.5 14,166 2,367| 11,799 5,666 8.9 3.3 45 
$4; 200 —. 75499. 6 os vs c's oes 8.5 28,808 5,924} 22,884 6,818 7.8 3.8 44 
B7,900' — 9,909 Wewcsccsccce 7.4 27,012 8,651] 18,360 7,283 10.1 4.2 41 
320,000) 714,900 oo. so ee se 10.7 35,043] 11,980} 23,063 7,772 8.1 4.0 41 
SES ;000 224,999 5 io.e ose cose e 25 62,109] 18,775 43,334 11,768 5.5 4.0 44 
$25,000 — 49,999 ............ 0.8 183,209] 33,675] 149,534 | 18,872 = 4.3 47 
$50,000 — 99,999 .......... oe 0.1 129,080] 68,427} 60,653 8,020 — 2.4 57 
S100; 000sor mores, aehine cscs oc — - - — - _ - ~ 
Net Worth 
sep SOOO MOTE 220 ass ce ces sis 4.3 206 1,503} —1,297 3,858 9.3 3.4 37 
See LEON ar 00's s\n sf s' «wie! sas eels 4.5 188 379 —191 3,656 6.6 4.0 38 
Dore 66, 666 aide 0 Gago 6 3.0 _ — ~ 2,017 8.3 2.4 49 
$1 — LRM) A San ascooo0s 15.1 584 250 334 3,798 6.7 3.3 40 
$15,000) — 45499 civic cccccs cls 1523 4,070 1,643 2,427 4,765 5.5 aial 40 
BSD my 9 Tp 499 voids ipyoig oa ve tae 9.8 12,311 6,304 6,007 5,468 8.8 3.6 41 
$7,500 & ¥95999 «).%..6t ee 'ste 6.0 14,185 5,400 8,785 5,973 6.9 3.9 44 
$10,000 — 14,999 ............ 12.9 17,483 5,067} 12,416 6,016 7.6 3.6 46 
SES, OOO) — 245999) cts. < sisteus o o0'6 15.2 23,706 4,648 19,059 6,945 8.4 3.5 50 
$25,000 — 49,999 ............ 8.0 38,445 5,163} 33,282 8,716 4.1 3.3 52 
$50,000) 0r- More esa es's cere swe 5.8 149,591 8,635} 140,956 | 13,552 3.8 3.3 54 
ATE Ee OUSE HOE DSi ecckerereveroverellete 100.0 20,421 16,830 5,910 6.9 3.4 45 
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TABLE 3 


Distribution and Characteristics of Households, 


by Income Characteristics, Seven Canadian Cities, 


1962 
Average per Household 
Percent Total Income 
of 
isti T Wife’s A f 
Characteristic sheer Seeees Debts ae eis Mauhace wo 
holds bution 
$ $ $ $ % No. Yre. 
. 
Total Income 
Wider Si; O0Q\erasc etereisin + «= ; Dae 2,929 280 2,649 657 — 1.7 54 
$1, O00) —" 15999 fieasics « 066 F 4.9 3,625 380 3,245 1,513 14.3 Dis) 53 
$2 000 25999 aie ensue ci sicle 8.1 4,474 Hips 37102 2,492 Be. 2.8 45 
$3,000 — 3,999 ..-cecee one 13.0 9,602 1,799 7,803 3,504 330 Sil 44 
$45 000 4 999s wlalsiale’ «ie cle 19.1 8,537 1,754 6,783 4,445 4.9 3.6 41 
$5 O00) 55 99 ON ie ieveka)'s cist sie 15.9 12,185 2,543 9,642 5,406 6.5 SRS 43 
$6,000 — 6,999 ....... een 9.0 21,140 6,373 14,767 6,397 9.0 B45 7/ 43 
7 OOO =e O99) sretersisiorelslets hes 29,752 6,194 23,559 7,430 10.9 3.8 43 
SS7000—te 9,990 ee cieteie onere 5 9.3 29,559 6,136 23,423 8,672 10.7 Sail, 46 
S10; OOOr el 4 O99m warenctelsia ster: 7.0 47,031 8,053 38,978 | 11,490 8.1 4.0 47 
$15,000 — 24,999 ....csecee 2s 120,021 9,895 110,127 | 18,257 ai) 4.0 49 
25,000 SOP MOTE eererelenc ie) eel ate |e 0.8 212,569 9,752 | 202,817 | 37,689 4.5 4.1 50 
Unclassified ..... alevenshe stevens 1.0 39,664 5,915 33,749 —_ — 2.9 51 
Principal Source of Income 
Salaries, Wages and 
Other Money Received __. 84.7 tS5o52 3,502 11,830 5,897 Ue Siok 43 
Business and Professional... 5.4 90,782 8,427 827555 u lel S11 Sa2 Sel 45 
Investment and Other 
Money Income ......++.:: 4.6 42,235 1,880 40,355 4,722 5.0 2.6 61 
Government Payments ...... 4.3 3,870 509 3,362 1,729 alae Das 60 
Wife’s Contribution to Income 
No Wife in Family....... atone 14.9 14,316 824 13,493 4,116 _ 1.6 BM 
Ofer aatevonsicleleie. sheicveietete tore ; 58.1 20,072 3,908 16,164 5,843 a 4.0 43 
TF Oo eers cnene Sienararens Be cries 6.5 35,201 5,416 29,785 8,612 5.0 Sel 46 
Vea? OV otheracele ove (o\aiars AAG tc : 4.2 34,372 4,248 30,124 7,975 15.0 3.4 44 
Diy m= SOTO atataievass Beware st ater oherete 4.8 16,712 Cee 12,201 6,064 25.0 3.2 45 
locate Ooiisr ag oversee) el i= srcialasenens 6.2 Asya (8) 5,009 20,300 7,128 35.0 3.0 40 
41% and over oi ss... St tee: 4.8 9,820 PAS YG 7,449 5,426 Daa2 Desf] 45 
ALTE HOUSEHOMDS aor ciea see 100.0 20,421 3,591 16,830 5,910 6.9 3.4 45 
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TABLE 4 


Distribution and Characteristics of Households, 
by Life Cycle Group and Size of Households, Seven 
Canadian Cities, 1962 


Average per Household 


eneeers Total Income 
fe} 
Characteristic Total Net Wife’s 
Houces Assets Debts aah Contri< Members se ie 
holds bution 
$ $ $ $ % No. Years 
Life Cycle Group 
WAOUIN' Ss Sin eles, cm tok oth cs viele 5 8 2.9 7,219 453 6,766 4,364 DSTI i592 32 
Young, Married 
INOSChildréenirns ics tc. chee 6.6 « 7.0 7,457 | 2,887 4,570 5,349 2158 2.0 30 
Pre-school Age Children ..... 16.5 OF 29 17 75 6,516 5,362 5.4 Be7, 30 
School Age Children ......... 1352 18,049 | 5,176 12,873 6,471 4.7 4.6 BS 
Weenage Children = s.5..cik 0. « Sys 1S Oule Ss, S22 7,308 5,458 Tied. 523 35 
Middle Age; Single .6.c0.«00¢0- 4.9 13,966 935 13,031 4,120 0.6 i169) 54 
Middle Age, Married % 
No or Grown Children ........ 15.5 20, S00ulin S272 23,094 6,211 6o2 PARE: 54 
Childrentat Home. acct crs eice-c DMS 28,811 | 4,766 24,045 6,834 6.7 4.5 49 
Older, Single ...... Peheheuscsie shee 1.9 23,843 665 23,177 3,131 — 1.1 70 
Older, Married 
No or Grown Children ........ Teal 26,322 734 25,587 Byala 9.9 Dee! 69 
Children atvEomelsinjs. <n ce <> 0.2 112,006 |} 8,045 103,962 9,644 — Sh) 70 
Number in Household 
Head under 50 years 
DON Ie he's Ai suctaie lel os. 2 04,0610 0 3.8 9,757 488 9,269 3,505 0.7 1.0 36 
IRA 3 Os SEO BOI IO Der oe hile, 10,179 | 2,887 7,292 5,474 15.5 2.0 35 
Mbbree Jor OUP st... wef crs cscs ale @ S207, 15,843 | 4,200 11,644 5,791 7.8 3.6 36 
PAVELEO SEVEN sit alerts ccs s.csiec L/S} 227301 Os oLd 16,504 7,034 Devi 525 38 
Eightsor Morey. ste ole tude « se 2 BS} 10,211 | 2,018 8,993 5,403 1.9 8.7 41 
Head 50 years and Over 
ONE ets ici s ee sietere tice Ueveheiere, choker s 3.8 TS55575 954 14,620 3,194 0.5 1.0 61 
BILWONe RES i sys/cie shin siete s cisco ated 14.7 28,217 | 1,994 26,223 5,220 7.4 250 62 
MnreesorvE OULGl. cartes sleet eae 9.4 38,412 | 3,584 34,828 Uae 9.3 Shys! 60 
EEtVel CO SEVEM st 6 sic ee o.s.ciee-e 2 3.6 25,963 | 3,602 22,361 6,797 25 5.6 58 
IST PNCOr MOre™ st 5 tise tele cts.e leis. e 0.6 30,284 | 2,470 27,813 | 11,080 — 8.9 57 
All Households 
ONE G ctays eis elec sty clade oidue A CRD Che 9.1 13,164 761 12,403 S325 0.6 1.0 51 
WLW OWsteb sia nr ovehetsie ie <foia' oeTeteterss 6.2 25.9 20,424} 2,380 18,044 5,330 10.9 2.0 50 
BUN TEOC aera ootetets bios le claetetete oc 6 20.6 21,008} 3,505 18,403 5,954 9.5 3.0 43 
MUOUT ears tse Xo iste orckse ohele. piers e614 25 19,880; 4,597 15,283 6,482 6.8 4.0 40 
BELVO che ois OMe ceo ae 6b SEO soc 12.3 24,970} 5,403 19,567 7,278 3.6 5.0 41 
SES 5s SAR Ae a Seen a 6.7 17,767 | 6,015 Ti 7 52 6,348 1.6 6.0 42 
RU CNVIEM Bae cletct ec ieslels le acers 646-505) 2 eg | 28,190} 4,292 23,898 7,404 0.5 7.0 44 
BUT PING Tae avehe aie she eicve eee chess 0.9 22,660} 1,877 20,783 7,873 DP) 8.0 45 
NANG tery ce gratis Se cisl.cve.s lew 66. sec 14,161 | 2,042 12,119 Giese 0.9 - 9.0 47 
SLeHOrsMOree et oto s olsis eies0re fie 7,178 | 2,867 4,311 5,798 _ 10.0 46 
BLL HOUSEHOLDS ....c-esees 20,421] 3,591 16,830 5,910 6.9 rf oe4: 45 
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TABLE 5 


Distribution and Characteristics of Households, by 


Characteristics of Head of Household, Seven Canadian 


Cities, 1962 


Average per Household 


Percent Total Income 
of 
Characteristic Total Net Wife’s Age of 
Houses Assets Debts Worth Contri- Head 
holds bution 
$ $ $ 
Age — Years 
DOvatid itd er seta sel erator ste! +)> bie 13.9 5,977 1,949 4,027 
Bia S Ole onatettiaters tc, cs, ovetette folie ie tea 28.5 14,728 4,662 10,066 
ZN) a CG nooo tO OOO Ge OAC 24.0 235/20 4,860 18,867 
BH OO Anis stelstersieieic on sieit stele 5 24.5 29,317 3,046 26,271 
O5RANGLOVET este) chet ele RO 9.1 27,598 856 26,742 
Occupation 
Professioniall frstsie: sisiclaisve sieielece 9.1 31,678 5,508 26,170 
| 
Business Executive....... oa 10.5 64,049 8,067 55,982 | 
Clericaly aye asives ce eee é “ 13.0 12,450 2,550 9,899 
Sales) oiicters al srecetecchansrete. wtereratevs'e Wot: 18,393 5,246 13,147 
Skilledelzabour, criciercisiss siereiere 35.8 12,301 3,015 9,286 
Unsikitlledsizaboure reece stole iete 10.3 7,376 2,385 4,990 
IREtiredinttacistainc ics eis wisuesaverete Sa 23,878 764 23,113 
OME crepiereicheleleielele s)s ciatererstaie 8.5 16,505 1,833 14,672 
Financial — Other 
Financial rnin. s 6 akeve sieversorelels 1.9 44,811 5,416 39,395 
AIS OCN Erte cfevate o steveerteteropsverslets 98.1 19,945 3,555 16,390 
Employment 
Employ Gertresrcversis oateieherciciss 78.4 13,998 3,414 10,584 
Self-employed qelvisccc « 01sec i616 9.2 72,941 8,032 64,910 
Not in Labour Force......... 12.1 20,924 1,047 19,878 
Employment Experience 
Continuously Employed 
Bull visors crete 5 SICRCE NCO CO 65.7 24,248 4,548 19,699 
Partly, Partly-fully.......... 0.7 6,325 1,933 4,392 
Not Continuously Employed 
Voluntary sec - Balietete ete 16.2 20,073 1,245 18,828 
Involuntary ase ec SOooo Gon 17.4 6,882 25215 4,667 
Unclassified sate. sce stotters 2 6% 0.1 11,932 4,213 7,719 
ALIZAHOUSEHOEDS 2... 6 OP RORIE 100.0 20,421 3,591 16,830 
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TABLE 11 


Incidence of Selected Supplementary Balance Sheet Items 
by Financial Characteristics, Seven Canadian Cities, 1962 


a Annuity or H 
Durables Voluntary Retirement Charge 
Life Fund Account 
Characteristic Other Insurance* ; Hold (one 
Car (one Oe: Buying Paid Up or more) 
or more) or more) ee Annuity 
Net Worth 
=S 500: Or MOremerss clete sa) « ea ee LO 70.1 91.3 72.8 Del _ Eye yal 
COT —b DU Omcieies wie SreretaneuereecrorsoLe voberels Beer 54.1 90.9 71.0 8.5 - 45.6 
Osdercuchs scovecenelerels Meret ereroccteton 5 ogc 38.2 67.5 70.1 2.8 0.2 376s 
$1 — QOO Te ious sors teyetens aicietelersveteNe rere s 64.1 76.2 84.6 7.0 0.7 S323 
$1000 — 64 409 Ko ie oc chetehe mia «nue potexsyeistate A 68.7 81.9 76.2 5.9 or 56.1 
S45 00k — eg 4OOUE crcters ciate crete ce sieietet sl aie sa ae THES 80.9 88.1 4.7 - | 69.5 
$7, S00 = 9 00.0 A Sok en we niege Meer eS ro 74.8 82.2 76.4 6.0 
S LO; OO OT 14, SOOT ertcls sleveleteie cietaleterere s aieets 78.8 11.3 
S15, 0008— 24,999 Sr ciirste sete a ele Biel te over erees ae 81.7 15.9 
S25, 00049 (COON. ere eteleters|c sisters SOOO Of 6 81.8 14.5 
SSOVOOO) OF MOLe sere svete sieteicisteie's stoneretelotatalarere 65.3 8.6 
Total Income 
WA eres) OOO seat charset ervetetenere n: Beavetonsteteraioere 41.4 — 
Sil SOOO — lO GON crereiet clare go! sia etateveraloicbars Secs 49.5 Died, 
$2,000 — 2,999..... AS AD ot Take tsvaveisuel or siete 65.5 15s) 
$3 OO OF 35999) tere cr etorciuterctevere satel che eis sie ete 72.9 3.9 
$4;000'— ~45999 ..26sm<s EMCO a toxeVerecrte 72.9 4.4 
$55,000 ka DOOM a crctarc cr sheekero lots telessheie svareie Tou 10.0 
SO,O00Z— 26; 990Fciavc.0 slaieies otesssel oie reccn SOBIOG 88.9 6.6 
$7,000" — 775999 tie cence estore okovedensrerekeie, 6 91.4 2. 
$8,000) — “9,999. 2: Siehetera:e eheterere atorenstets 87.0 LOT 
$10; 00014; 999% « Settee ore tra eyaanlion os 91.9 L5s5 
$'1'5700 08— 2A/O09 rs siete. ee tie ork sie aitetate 90.7 18.6 
$2'5500 0. Or MOTE sie1e. ahs aielerecetave © ete: > aie choyeterens 88.4 36.5 
Unclassified ...... siensieiscanstetekeLeteretcreks OOO 53.9 13.0 
Principal Source of Income 
Salaries, Wages and jcc... cs se este sVevatererchete 
Other Money Received......... abe cyovensliels 78.7 7.8 
Business and Professional............- me 89.9 eS 
Investment/lands. a5. ares. ch cee Wekedaterete aie 
Other Money Income ............. Fh ROO 55.2 3.1 
Government Payments ............ Nea cs 52.6 - 
Wife’s Contribution to Income 
Nou. Witte ine amt lyPy.:-).v.. spe onal tetterotette ts aici 56.7 9.2 
Oiestale oi ehees rete eters ONCE CRIS a fehe eee : 81.1 5.6 
Tee OY) eveccrs 6s 91.2 16.4 
PT = 20% so sis 78.2 9.6 
21 — 30%... 70.5 6.6 
Sct 09 57 -c, cvatievavete 79.5 11.5 
41% and over 70.9 8.5 
ALL HOUSEHOLDS 76.7 Hers) 


* Purchased directly from an insurance company. Excludes, e.g., group insurance purchased through employer or union, 
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TABLE 12 


Incidence of Selected Supplementary Balance Sheet Items, by Life Cycle Group, by Age of Head 
of Household and by Number of People in Household, Seven Canadian Cities, 1962 


Annuity or | 
Durables eee Ser Charge 
Li un 
Characteristic Faves es lex, = Tae feces 
EA leek Paziné | paid Up | oF mere) 
or = Annuity 
Life Cycle Group 
BVCOUI oe SAT CLO Maree wteteovchr ices lsleie eles 6 aleve se 6..6,s 45.5 WOE 53.4 7.6 _ 54.1 
Young, Married 
INOMCDALAREI «crete cic che oc ctelere cle oe cee RM es 6.$ 76.8 88.6 78.4 9.3 _ S5o8 
Pre-school Age Children ............0200. 76.9 92.4 87.8 7.6 1.4 59.4 
School@A cey Childrens hae. Bidicheies 6 is whe,S)ss-0.0 © 76.0 82.7 86.7 4.3 — 65.2 
Meera VENC OTL ATEN go cc.s ss ycleie cue 610.0 rs Shays sso ¢ 67.8 88.6 67.3 1.4 _ AO 
MIA CIeBA Ce SIN CIO 5 chess cusle sicib esses see aK 3150 58.4 57.0 11.8 4.4 37.6 
Middle Age, Married 
Nowor Grown Children... ck. «<2 s.6 Alt wo ROR IO 65.3 WSs 2 67.4 ila has! VS 52.9 
Children at Home ...... Ae Se DiroNe rahe ays Drolet 66.2 77.8 84.0 Task 2.0 61.9 
iden a SIN eles wigiere + cre lhel siehy ehapece «6/0 0 cis’ of ayes *.4'0 20.5 38.8 29.5 thas: 6.1 28.8 
Older, Married 
INjoror Grown Children's. = .sc1s\< 503 + Saab aoe 41.0 Seine) 1523 6.7 — 51.8 
Chil dretival LLOMe mate erie ssc ieiels'e stele. 0/6. ees te . 5222 58.6 67.3 4.6 PAST) 42.6 
Number in Household 
Head under 50 Years 
One Tertere ees BRS Tave rete tanks Soho to volYe' so te Ko 10:00 Yoire toute lete've 39.5 HSS} 46.9 Sey) — 54.0 
BI WOVE, siete store's ear sie ue oye SOROS R OTOP OROSCIOROR B83 84.0 Tidiate, 8.8 — 57.9 
Shree sOrel OULD iceie o \0 0:0 sie Race vetetsteotetete Bis ies 71.8 85.2 85.7 6.4 1.0 63.4 
IVERtOL SEVEN occ cicisl ctetets 0 ccleis 0 clavate palin 79.2 85.1 86.9 6.8 IA 65.7 
Hint Or MOLE. seis yee « SR eneiels eners RE stovece revere te 49.5 92.7 Ssh ~ — 29.1 
Head 50 years and Over 
OS KARO CO OLIae SED ROROMON ROFL NOIR IORI 25.5 47.8 41.7 10.1 Dy 28.5 
MESO We ielatieta ote ehaterate calle, cv tteaive (os: ovaceameteme 0 52.9 65.0 64.8 9.4 2S 44.3 
SD KCCRON MOULD cise eos: ccleiehs' sie «5 0,0) che.tucte « on 69.5 71.8 78.1 1270 4.1 61.4 
PLVERCO SE VED a siencslic cic clele ee sie) es.9)° AOR Ow 62.0 69.2 87.4 Hoi 0.8 58.1 
tote Ong Oe \e.cc. seo che shelsie) sieue.s. oie.c)« eaol ere sce 39.2 100.0 80.9 — - 8.2 
All Households 
OTe rererpheielels\ Sicnobatel iso) he-tous sip s/c o:.'e/ 84,0) sye,0°8 61.6 30.8 SiS 43.7 dish Lies, 38.2 
PILW) Olmansleleions\cuslerelaie s cheese, 61 sie 6.6 6d she.6 oie) oie 03 61.6 Hea 70.1 9.1 13 50.1 
PUNTO ES coer iccls ehsicie «lovers ote ie so Sensor eter eke s OED 81.0 83.1 10.3 1.8 62.2 
FOUL erate cc's ss e156 5 ofore) SIO LES CS OEM 70.4 83.4 84.9 52 126 63.6 
POLE Batetate ial o <hoonotehed ck ol of atakabolalrehetslevete Setslioletiste SST 84.6 84.4 6.4 2.6 62.0 
SLR MiereIehels tole eveletots SEANGL oh sdeksh ep shonsdeususiexbatus Shavers 84.9 77.4 89.3 3.8 — TOSS 
SEVENKOre MOC Msi ial. «.ctos ols ieke. oc 610.0 she cielele « 55.2 89.7 79.8 es Bane = 41.9 
PEP OU SE TOMI cc tele ciciec les teies ¢ sacs ee 65.3 Thad i ee Wes aks 56.7 


* Purchased directly from an insurance company, Excludes, e.g., group insurance purchased through employer or union, 
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TABLE 13 
Incidence of Selected Supplementary Balance Sheet Items, by Age, Occupation, "mployment Status 
and Employment Experience of Head of Household, Seven Canadian Cities, 1962 
Annuity or 
Durables Voluntary Retirement 
Life Fund 
Characteristic Gihae Insurance* Hold 
Car (one Gane Buying Paid Up 
or more) orimere) hse Annuity 
Age — Years 
2 Ovandeunde ricreeasreietete sie rernionene Ric OBROLD ORD OC 66.5 88.9 81.6 5.4 - 
SOMEO#S 9 vere atovetare lolcr svete «el ote tave sVosede sla eesusiers AC Woe 86.3 82.6 6.9 0.8 
AQHGIAO acre slerelalc cle escle steret aeleleleieieleteleleisiete 68.2 80.0 80.9 6.9 1.6 
5 ORLOROA Gs ofelsvetens\ cl cleo ere tete piotetetetete istoire sOen 56.6 68.2 70.4 LO, 253 
OS5PANALOVETaststaisetelel<ieverers s10.0 0 e aretevesetaverte 44.3 55.6 S4/57/ 5.4 3.6 
Occupation 
PLOLES SLON all eweteterercretevoyc evelieke eis ete /oves se vetene seve A 79.9 82.4 77.4 15.4 2.8 
Business Executive.........- aieletetenercecn sts re 86.2 88.2 94.0 4.4 ibs) 
Clericaltemerhtteteee aleterore exerts eters ecere Manels 63.0 81.2 78.3 1S 2.6 
DALES cleieta alelersvetetaiels cvsiee @osisreeee es ane 71.6 79.9 81.6 12.0 0.4 
SkilledsWabourneacese mie sic a stoi tifelelereeus Toveieteve:s HORSP? 81.1 78.1 6.1 152, 
Unskilled Labour...... aiskorslelsiots loreal chee svete ts 43.0 Uses! UO 5.1 _ 
Retired:.... .' Sife./cne' a: aire) aveiieetetens: este ee cers ; 44.2 57.6 56.9 2.6 1.8 
Other oa stele eters lotsa s elsoveretete rete Wiehe. ales ev evece. eters 34.2 56.4 59.2 5.0 3.0 
Financial — Other 
Winancially cera pcieis csier teste ee SER O ORY ORCC 82.8 85.1 83.2 4.9 — 
PUIGO ME TER Nace tavctet actor e tot seein forsee auclevee ators 58 65.0 77.6 76.5 7.6 1.6 
Employment 
Employee. c's sictere shes SO Ob cfanete clsteverote 5 68.4 81.0 78.6 Yess 1.4 
Selfeemployede as. itis +6 sfeiciccie cele oes Bil o's! ove 80.0 84.9 88.6 57 / 0.9 
Not in Labour Force ...... A axe eieteoners 32.9 50.8 53.9 3.8 2.9 
Employment Experience 
Continuously Employed 
Biullyierieie cherersicisie sie cus ctekstelciee ae sReloenetels 72.8 82.6 83.2 9.5 1.6 
Partly, Partly-fully ...... oheiei sn ehe velever ore C 63.8 59.5 79.7 19.0 - 
Not Continuously Employed 
Voluntary, cic. ci. AAD. DiC ie Aaa ooat 38.8 56.5 BY/oil 3.4 2.9 
Involuntary ...... sieve viele, ais! saeters te /eicve ne eianeta lene 61.6 80.2 69.2 S345) 0.2 
ALL HOUSEHOLDS..... ; halets te shale lexere%e BG 65:3 didieed, 76.7 o's 15 


* Purchased directly from an insurance company, 


Excludes, e.g., group insurance purchased through employer or union, 


Charge 
Account 
(one 
or more) 
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TABLE 14 


Distribution of Assets of Households, by Class of Asset and Balance Sheet 
Components of Households, Seven Canadian Cities, 1962 


Total 
Characteristic Liquid "Fined predic iag ceaties oe $ per 
Claims Equity ys Household 
Total Assets 
Oita needs Cer ti cae SES POES ee ols = es a a 
$1-— 999 1.0 0.2 100.0 S17 
$1,000 — 4,499 8.2 4.1 100.0 2,310 
$4,500 — 7,499... 20.3 1352 100.0 5,682 
$7,500 — 9,999 15.5 52.3 100.0 8,424 
$10,000 — 14,999 5.8 79.0 100.0 12,574 
$15,000 — 24,999 4.5 81.9 100.0 19,151 
$25,000 — 49,999 12.4 64.1 100.0 33,675 
$50,000 — 99,999 38.7 36.4 100.0 69,183 
SRL ONS LOR Se ee 62.9 16.9 100.0 233,790 
Total Debts 
Doin nie Sk ty eee a 23.2 36.1 100.0 16,227 
$1-— 999 16.2 54.2 100.0 4,653 
$1,000 — 4,499 16.2 64.4 100.0 14,166 
$4,500 — 7,499 30.1 59.7 100.0 28,808 
$7,500 — 9,999 22.7 67.5 100.0 27,012 
$10,000 — 14,999 28.0 61.4 100.0 35,043 
$15,000 — 24,999 47.5 43.5 100.0 62,109 
$25,000 — 49,999 69.4 16.8 100.0 183,209 
$50,000 — 99,999 82.0 14.9 100.0 129,080 
SOO, OOOROrE MOTE Havsterevey chet a¥elclot<?ste i slokelet ors ers!’ - - - - 
Net Worth 
er SeOporimore M04... 5. seas oe ed fe ele 14.4 = 100.0 206 
EGE O10 SOO diab onaisene scarves /o.e\e idler hie'ova%s £4. 7.3 100.0 188 
OF trae rt ee IR - _ - = 
$1-— 999 5.4 17.8 100.0 584 
$1,000 — 4,499 6.1 45.5 100.0 4,070 
$4,500 — 7,499 3.7 79.0 100.0 12,311 
$7,500 — 9,999 5.4 82.1 100.0 14,185 
$10,000 — 14,999 73 HES. 100.0 17,483 
$15,000 — 24,999 8.3 73.5 100.0 23,706 
$25,000 — 49,999 17.1 56.6 100.0 38,445 
SOO OONORE OLE ocx Las setale > Sie sve BIS be Ke 56.6 91-4 100.0 149,591 
ALL HOUSEHOLDS 29.6 48.8 [100.0 | 20,421 
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TABLE 15 


Distribution of Assets of Households, by Class of Asset and Income 
Characteristics of Households, Seven Canadian Cities, 1962 


| Total 
Iiliquid Cash Famil 
Characteristic Liquid Fixed Producing pantie 9 $ per 
Claims Equity x! Household 
Total Income 
UWsrders $0; OOOWs cre cusiel< che el ole) oats ata nie eferstaile 14.9 8.4 _ Owe 100.0 2,929 
SOOO eae 099 ace ole. exe 6 vieretel sera e lav ev ale in sisiene 17.8 0.9 Dili 79.3 100.0 3,625 
SIFOOO ee OO aie ale etete ste cters eistolel el sielsiete fers 20.4 Wall 9.2 62.7 100.0 4,474 
SSAOOO am Sy TOO roteiele ccevele sieve) sien: slic eters allot ie glee 7.4 PbO) 60.4 100.0 9,602 
CPU Oar) WOO Aon oinotiooadc mune Oudoc 15.6 10.3 yal 2 al 100.0 8,537 
OOO aa ie 55 O Olaratatosvrers: sttaxereusy cle: sue) ove. 6) eyeusyoue 14.4 S22, 14.8 Sie 100.0 12,185 
(on(U0) ES CCW Sash dba doo ocnoOU anon oT Hall 7.0 19.7 66.3 100.0 21,140 
GO Ouest, OOD a: vege evemenevere tan cielsseusl ol eiehelee: als WES) 4.9 25.9 alae 100.0 29,752 
SS a Our pO OO reetate che raters e crele a) sieherere ai aaenopis 12.0 9.1 DOA 5Ge5 100.0 29,559 
SC LOSOOO) = PALO OO iv atens) shaternie ol svolehoreis erayersteveis Sa 14.7 32.6 44.0 100.0 47,031 
S15 O00 et 4 G99 sialetersts sola isvele 1a ovelereWoretetens 6.2 9.3 60.6 23.9 100.0 120,021 
SD SpOOOhOr Morerste 6.cka,c olan cle ele cote escie-suecelelets 9.2 2253 50.6 17.8 100.0 212,569 
Principal Source of Income 
Salaries AWAGES KAN ty, cc cane cese! evele «1 ellohelopenenetavts 
. 11.4 10.6 16.3 6ul7 100.0 155332 
Other Money Received .......cccccceces 
Business and Professional ........see0c0e eu 9.1 65.7 20.2 100.0 90,782 
FAVEStment atic cacy Svaioverereus or cieieie Ae ieeiene cee 8 10 19.1 31.0 35.9 100.0 42,235 
OtheriMoneyelncome soci cee os oie cletelela ee 6 ‘ ; ‘ ; ‘ : 
Government Payments. .c6 0 s.cs10 0's alam leis «ate 14.8 Sai ez, 79.8 100.0 3,870 
Wife’s Contribution to Income 
NosWife sin? Family .\. 7 cusrters ccie wetere ocereteiene et 19.4 L720 24.1 39.4 100.0 14,316 
Os sa oie! o alent oka oaaic sve ieetinio? s isielete « etermlore ste 9.2 9.1 31.6 50.1 100.0 20,072 
MR * LONG coreyetaeaumiyel ovtetate’'s\ «faveliace vols ins» oXeheve obs cco 9.3 10.2 32.6 47.9 100.0 35,201 
Tel AD OV ore raver eencsats stele s+8 eta aie svete erecaletpiers; «ote 14.4 24.6 DX) 40.4 34,372 
D3 Oem cakes eho bsustsrckes chene ace w hic ote clade vats 11.0 9.5 9.9 69.5 16,712 
DAO oreic schsueuetencre ote. ore, Shawelehe olevescretohemteseecile 5.9 6.5 42.7 44.9 25,310 
AL Go ANG: OV. CFt atetdhel ss tvs). s SAMA ois uo cayctothc ewe 1220 14.0 11.9 (jie! 9,820 
Pe OUSE HOLDS Bare itecitsn ete ae aie eee 10.6 Bist 29.6 | 48.8 20,421 


TABLE 16 
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Distribution of Assets of Households, by Class of Asset, Life Cycle Group 
and Size of Households, Seven Canadian Cities, 1962 


Total 
Illiquid Cash See 
Characteristic Liquid Fixed Producing " ee ae 
Claims Equity Nbc ding 3-3 7% kere 
ls —— 
Life Cycle Group 
RAOUNIE NL OUMOUG:, che Meleic cia ich ss fele-ois o cis othe leis « 34.0 19.4 29.1 1Wf5) 100.0 7,219 
Young, Married 
NosGhildren Haves eles sieetece seis ees ie She's ilissaa 16.4 1253 56.2 100.0 7,457 
Pre-school Ager@hildren! 2%. ....iteh.. > 7.0 6r2 Del, 64.2 100.0 10,291 
scnoolvAge Children!, «63.0. + + ais owe « sete 6.2 5,7 SiS 54.6 100.0 18,049 
mwheenape, Children .235 05.06 s6 e008 ss 4 ive fs 13.4 13.0 Sha9e 70.3 100.0 L130 
MAAGIOUACEMOINGIC ete w ec cicwe cs sh 86 eee 0c 6 ols 20.8 1G55) 26.4 41.3 100.0 13,966 
Middle Age, Married 
INosorsGrown Choldren ..5 Sefteci. 6 \e+« che S 14.5 12.4 25.6 47.6 100.0 26,366 
Cnsldrenrat HOME. . sic ss «+ siartets's fe cos eyene BoD 6.3 8.8 36.9 47.9 100.0 28,811 
OTA er POINTE er. sj are sls so ietelebe ste a) sicher eis s 4 18.2 30.4 Dd loft 30.0 100.0 23,843 
Older, Married 
No or Grown Children .......... ereiatels olecete 17.4 50.7 16.1 15.8 100.0 112,006 
Ghildreniat HOME. «2.06 ect sc cr 0 « tee « SARS 17.8 G57 23.3 42.2 100.0 26,322 
Number in Household 
Head under 50 Years 
Oi Cmey Ae ela orenets us ve cehaiie Is'veretelelia’e, eles 6, aseita otecete D455 13.5 24.9 RYicil 100.0 9,757 
BIGW Oust ete ts Be ale o0 eee tete Ns ic)e) che tehene.s si 'e'e/eleie'e 00's 3 15.9 ileal 157, S5ao 100.0 10,179 
SILeeRONeLiOULS siclneres cts clsionctens ots:s Melt ateleds Heal 7.4 25.4 60.1 100.0 15,843 
BVEPEOMSE VEflictelek « cle cc sheteds cue eje 0 one : 5.2 etl 35.1 52.1 100.0 22,381 
EDL eNEMOre MOTB fie scchere fovchelils, thes la.s e\alekste 61> 6.6 4.4 6.0 ins} 88.3 100.0 10,214 
Head 50 Years and Over 
AS te aevcheratotevavelieber Wench ote liven eveuehesene Seok ckouets yfeat 22S 25.9 34.2 100.0 RSS 
BGWORPeletete tse eis ehetojeserece ies by Sts OR CHOROID DES CONG © 16.9 15.8 26.0 41.2 100.0 28,217 
MNreeror FOUN jit oes Sects e oss wows te ea ote 9.0 14.5 40.9 38.7 100.0 38,412 
BM VERO SE VE cisusies sale Such sieges «che ¢0.6, 40 4 13.3 10.4 26.2 50.2 100.0 25,963 
Peto DtONA VOLE reise ioe aleve) sveipicrsie ee scl sieis sie 6 8.8 6.6 42.0 42.6 100.0 30,284 
All Households 
ONE. ects > S elete role idiaieieree oiste- of e IOC 19.4 19.9 25.6 Sy 100.0 13,164 
wiOtercta strates disveser a ecessiene le Bier olebs voy chaictars..< 6 sfs 16.7 PSs2 23.8 44.3 100.0 20,424 
ARLES s00 2 c:5 pier E Met alcvatetens tec olotetereveuss os acs 8.0 10.2 36.3 45.5 100.0 21,908 
OUP As cote s é Shontnaisie ois. os , Merete é 7.8 7.9 26.9 Was 100.0 19,880 
TRUSS 6 Gre BIO 236 0 AIORCAFIGIOR Nc CHCRORG CRCUIGE ORO C RCROES 6.9 9.4 35.4 48.3 100.0 24,970 
Six . ats Soy SHARIR nC ee PRO ae A 8.6 ANF) 18.2 68.4 100.0 17,767 
Seven DICKIE OCR OO GOTO CRO ise 2D: 8.8 Sv Se 100.0 28,190 
MeL E Game rebetel ene tetatslioie ate: s ici sis! ee alee RRP RCO C 3.7 8.2 2Os2 67.8 100.0 22,660 
PID Greeosces Mela cin isiel stay e ie se ess SAGs IO Oe M7 — Biles 31.8 100.0 14,161 
MenwOr MOLe) 6 cic ss eee 0 eels: on Rote, crokel(e Tee 725 — 85.3 100.0 T5178 
ALIS HOUSEHOLDS ...:.. Neue OR A ae 10.6 leat 29.6 48.8 100.0 20,421 


a 
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TABLE 17 


Distribution of Assets of Households, by Class of Asset and Characteristics 
of fiead of Household, Seven Canadian Cities, 1962 


Illiquid Cash Farsit 
Characteristic Liquid Fixed Producing peciiae $ per 
Claims Equity Household 
Age — Years 
DPOVANG UNASt ase ise ielelalel sieletelel steloietotel levee! sie elte 1253 18.2 PASE) 44.3 5,977 
SY eS) ao GOON 0.) UD PO COICO CORON ORC C 8.2 6.1 DDS: 60.2 14,728 
AY 5 28) Gig oid AU FIG ROS OM IFOD OS OS OOOO OOS 6 Terk. 8.4 29.4 55.0 23,726 
SO eaTOA Uc ratateistavctere ciete cleicle(e otelete tel slelel shoisteieKels 12.0 1422 35.0 41.8 29,317 
GScanNdIOVeR ataiycr eisisleisions ciel eleiele clsieleceretsletsie MPS DRS) DOT S¥fol 27,598 
Occupation 
PrOLeESsional mrerctascreretetelers! of ela! shaiietote el ovetere oleate IB lay 14.6 24.6 49.7 31,678 
Business XeCULIV.E ere cleleleleioleleleistareierelerele! «sie 6.1 10.0 54.3 29.6 64,049 
Glericaleje cccmrersiaccks cleo’ ch obokexs oleleusicreeorsene cron 16.9 15.0 8.7 59.4 12,450 
Sallesirererareieleleronsiavei croieleve «toler oueletevelelclereve: cielere 138 8.5 17.6 62.1 18,393 
Skilled@ivabouries cs cie ss clerele olslelels oli eleierel evoke 10.9 6.0 Sey) 67.4 12,301 
Unskilledt@abourieractes) sisters creisre si olersiolersie ste 12.3 6.2 3.0 78.5 7,376 
Leela byYe ls Gid Oia GIO OOD ODO OU GO OOOO OOOO auc Wests 14.2 D1eS 40.8 23,878 
Othe rere cite stae ae wile are avevotsveie suciatetere cece ster ers 13.8 DD) 17.6 46.4 16,505 
Financial — Other 
Fein anal cdoyetevereteve sus leie sin stehsl sls «elec cieletetees sis Teal 18.5 41.5 32.8 44,811 
ATINOth er tii, sccstetetcis ciersiclevels oleccietacie a telsalevehe 10.7 10.7 29.1 49.5 19,945 
Employment 
FoMOLOV.E Cheistesnchsteieieke sicisielel tener eicicrsieiereteiehor she 12.0 taal 11.0 65.8 14,195 
pelfsemployedicncisieicts's | siccic,c cisions esters si crere 6.1 8.5 62.5 22.9 72,588 
INOtlin Giza DOULEHLOLCe lacicjcreieie sl cisic siein eto steiel 15.9 17.8 24.0 42.3 20,924 
Employment Experience 
Continuously Employed 
CULL Ysrareeve crore eleve eieral sie eveietele:eusiene aiehe siete el tebe 9.5 9.7 32.4 48.4 
Partivy. bartly-tullymae sais siete chee eal SoS! 35.2 40.4 
Not Continuously Employed 
Voluntary... sic chatcks,» vs ss clsiebetee srsie elarsle  e-e eileke 15.6 20.8 PASE. 38.3 


Enviolintary cits ie ses cletorat es aie aistevere ohare. altahe at's 10.6 Sed 


4.3 81.9 
ALTHOUSE HOLE DS sate steretehe lel ater cneterererstererebtetes 10.6 11.1 ' 29.6 48.8 20,421 
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TABLE 18 


Distribution of Cash Producing Assets of Households, by 
Balance Sheet Components, Seven Canadian Cities, 1962 


Canada Other Mortgage Publicly |Shares in Invest-| Equity Other 
Characteristic Deposits | Savings ads and other Traded ment Mutuals, in own Real Total 
Bonds Loans Shares Trusts and Clubs} Business | Estate 
f pie 
Total Assets 
(50.0.0.0.00 OF8 _ — — — _ — — = 24 
$1 — 999 86.5 10.4 il58} 0.5 0.1 inal - — 100.0 
$1,000 — 4,499 66.4 16.1 0.7 Sa7 4.4 0.7 6.2 1.9 | 100.0 
$4,500 — 7,499... 54.3 6.7 0.4 10.4 10.3 2.0 15.4 0.7 100.0 
$7,500 — 9,999... 27.8 25.8 3.6 5.0 Zhai 10.2 2.8 Wed 100.0 
$10,000 — 14,999 ... 44.8 WPA | 0.4 8.9 7.4 SES 9.0 14.0 100.0 
$15,000 — 24,999 ... 50.4 8.6 See 3.6 6.3 4.1 5.8 17.9 100.0 
$25,000 — 49,999 ... 27.0 14.2 9.3 8.6 8.1 2.8 11.3 18.6 100.0 
$50,000 — 99,999 ... US % 9.1 3.8 6.7 12.4 Dass} Doe! 24.7 100.0 
$100,000 or more..... 2.9 4.9 6.2 6.3 Tes 0.5 53.4 14.4 100.0 
Total Debts 
Orels a tereretetel « Die? LOSS 10.4 11.1 16.7 2.6 12.7 9.9 100.0 
$1 — 999 ... 35.9 T2 0.3 3.8 2.9 1.4 Soe 11.4 100.0 
$1,000 — 4,499 ... 26:3 8.5 4.1 5.1 9.3 Dw 34.4 10.2 100.0 
$4,500 — 7,499... 9.8 2.4 Dp) 5.0 13.4 0.7 63.9 2.6 100.0 
$7,500 — 9,999... 14.2 3.8 Des 2.9 2.9 0.8 Wot 35.9 100.0 
$10,000 — 14,999 ... 11.3 DIS 1.4 Dee 5.4 Mas 64.9 10.6 100.0 
$15,000 — 24,999 ... 4.2 2.4 15 3.9 Shs: 0.9 50.2 3155 100.0 
$25,000 — 49,999 ... 6.2 0.8 So 7/ S36 7/ Sa = 49.7 28.6 100.0 
$50,000 — 99,999 ... 2.8 0.3 - 0.5 - - - 96.4 100.0 
$100,000 or more..... — —_ — a - —_ — —_ _ 
Net Worth 
—$500 or more....... 68.8 9.4 0.7 5.3 3.9 5.4 6.5 - 100.0 
oie tOl—S 500) 2.0 cee 6s Ufo 14.9 ileg/ 4.4 0.2 2 - _ 100.0 
Oeteielefe. eteyelere - =~ J = a = - - - 
$1 — 999... 81.6 8.7 1.0 —- 1.1 a5 6.0 _ 100.0 
$1,000 — 4,499... 62.2 14.9 0.6 5.9 3.9 0.6 7.9 3.9 100.0 
$4,500 — 7,499 ...| 57.5 9.2 0.4 9.3 9.7 4.9 8.4 0.6 | 100.0 
$7,500 — 9,999... 40.0 19.5 2S) _ 8.1 4.0 4.6 21.3 100.0 
$10,000 — 14,999 ...| 40.9 8.5 0.2 8.7 8.1 373 12.3 18.0 | 100.0 
$15,000 — 24,999 ... 40.7 7.8 3.6 7.0 4.4 4.1 8.9 PRES 100.0 
$25,000 — 49,999 ... 22.9 Sal 10.6 6.7 10.2 Dad 11.7 20.6 100.0 
$50,000 or more..... 5.9 5.8 6.5 iGlay/ 0.9 48.4 ibe ¥/ 100.0 
ALL HOUSEHOLDS.... 1.6 
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TABLE 19 


Distribution of Cash Producing Assets of Households, by Income 
Characteristics, Seven Canadian Cities, 1962 


Canada the Mortgages Publicly | Shares in Invest- Equity Other 
Characteristic Deposits| Savings Bonds and other Traded ment Mutuals, in own Real Total 
Bonds " Loans | Shares Trusts and Clubs| Business | Estate 
Total Income 
Under $1,000....... 63.9 - _ S6nL - - - - 100.0 
$1,000 — 1,999.... 85.9 2.0 0.2 1.6 17, 7.8 - 0.8 100.0 
$2,000 — 2,999.... 47.5 9.4 DAS 14.8 1.8 10.7 12.8 0.4 100.0 
$3,000 — 3,999 .... 25S 4.4 1S 3.0 4.8 0.2 42.3 8.4 100.0 
$4,000 — 4,999.... 42.4 6.9 4.4 8.1 sro Ded 20.0 12.0 100.0 
$5,000 — 5,999 .... Dias 12.6 5.6 13.1 12.4 a4 12.0 15.1 100.0 
$6,000 — 6,999 .... 19.8 4.9 0.7 Dan, 9.8 2.4 Pes 45.5 100.0 
$7,000 — 7,999) .... 12357 8.6 3.1 Dae, Wie) 0.6 39.9 20.6 100.0 
$8,000 — 9,999.... 23.0 9.5 4.2 2.5 15.5 1.3 19.2 24.9 100.0 
$10,000 — 14,999 .... 12.6 6.9 3.9 Sa 7.4 0.9 34.5 30.2 100.0 
$15,000 — 24,999 .... suff PAL 4.1 -4.9 12.0 1.6 63.3 5.6 100.0 
$25,000 or more...... 2.8 8.6 10.7 15.2 12.6 0.5 45.8 3.6 | 100.0 
Unclassified ........ Sif 41.3 20.5 0.2 Sol 6.8 0.8 19.5 100.0 
Principal Source of Income 


Salaries, Wages and 


other money received 27.0 10.0 Spal deol 13.8 2.4 15.9 20.6 100.0 
Business and Profes- 

STOMA ewe ietet cists e care 4.5 Dir 2.0 5.9 DAs 0.3 72.6 10.4 100.0 
Investment and other 

Money Income ...... 10.8 11.0 22.0 Tas 26.0 re4 0.7 20.5 100.0 
Government Payments 71.9 1.5 0.2 18.1 — 8.3 — _ 100.0 

Wife’s Contribution to 
Income 
No Wife in Family.... 26.6 13.7 6.4 By 27.6 Sis 11.6 oP 100.0 
Oita cd ca Aires caine 15.0 5.6 3.4 5.5 5.4 1.1 40.8 Deh 100.0 

NR LOG Meet! s covreyar sifers 6 9.9 9.9 9.2 1.9 14.9 3a 39.1 11.6 100.0 
LTRs 2 Oo matate ote cereterte ie 8.5 16.2 12.8 27.0 25.6 0.5 4.0 5.6 100.0 
Df WG LO Ao A DLO e 31.4 10.4 L5e5 
Silt=— 4 Vomrtareleteievaleierels 9.3 223 1.5 
ALoANG OVET sere si cie ie 27.9 9.9 21.8 


ALL HOUSEHOLDS.... 15:3 7.8 5.7 6.5 


Distribution of Cash Producing Assets of Households, by Life Cycle Group and Size 


TABLE 20 


of Household, Seven Canadian Cities, 1962 
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Canada Other Mortgage Publicly | Shares in ae | E quity Other 
Characteristic Deposits} Savings Bikds and other Traded ment Mutuals, in own Real Total 
Bonds Loans Shares Trusts and Clubs] Business | Estate 
Life Cycle Group | 
wioung, Single: 5... flr < Phoysa IN) 58} 6.3 40.0 0.3 Das = 100.0 
Young, Married 
NorChildren |). sek as. 43.3 8.0 Sif 323 18.3 4.3 Sib 24 13.9 100.0 
Pre-school Age Children] 17.4 4.7 1.8 4.2 5.4 1.4 47.5 17-7 Mal LOOLO 
School Age Children .. Wiel 3.0 02 2.4 3.5 12) 67.2 10.4 | 100.0 
Teenage Children .... 54.1 PTL WTA i Gy/ Ded: 2.9 _ 10.4 | 100.0 
Middle Age, Single ..... 28.0 12.4 2.8 5.5 34.5 6.0 6.2 4.6 100.0 
Middle Age, Married 
No or Grown Children . 18.5 iy 4.6 13.4 10.8 1.6 17.4 DP TR SS 100.0 
Children at Home..... 8.5 Syl 4.5 2.8 5.6 (O)¢ 54.2 18.6 100.0 
Widen, Singles, 4.) 055s « 30.9 8.7 11.4 233 34.5 8.0 Qo 1.5 | 100.0 
Older, Married 
No or Grown Children . 17.0 SHY SViG8) DUP 13.7 — - 5.4 | 100.0 
Children at Home..... 18.9 13.9 14.1 9.9 18.0 253 9.4 13.4 | 100.0 
Number in Household 
Head under 50 Years 
ORET Ie: woo 5) Sede oie e tec 31.4 Ve 2.8 4.4 35.6 4.3 — 6.8 100.0 
PNWOP ME tes 6 utvleae lsie.c eS 12.0 15 4.4 15.8 1.9 20.4 8.8 100.0 
Three or Four........ 15.8 4.5 1.6 5.9 Sar 13 54.7 12.6 100.0 
Five to Seven........ 9.7 2.9 1.0 1.9 4.4 13 54.3 24.6 100.0 
Eightior More ........ 72.0 4.9 - ~ 14.5 8.7 _ - 100.0 
Head 50 Years and Over 
ONS ans ate. cicts (bate cyaets 26.8 8.4 7.4 4.1 41.6 6.3 4.9 0.6 100.0 
DW Onter crstersisietst win. ree: 16.7 14.1 8.9 13.0 11.3 1.4 15.4 19.2 100.0 
Three or Four....:... 10.7 4.7 8.5 5.8 10.0 IS} 47.0 12.0 | 100.0 
Five to Seven........ LYS7 16.3 14.5 Das 15.9 0.4 18.3 20.6 100.0 
Eightvor Mores... .....« s 16.5 0.8 - _ _ — 8.8 73.9 | 100.0 
All Households 
ONGE oe sists wi ete whe es 6's 28.3 10.4 5.9 4.2 39.6 Cel 3.3 2.6 100.0 
WOU eis: spans ole 6 clots es 19.4 13.8 7.9 LS7/ 11.9 aS 16.1 SY) 100.0 
BENTO EE ores co ote eters es 158} 3.4 5.1 7.9 9.8 1.0 48.8 11.8 | 100.0 
IOUT is tis 2 celeb ante 5 14.1 6.4 5.5 3.0 SY eee Sou 13.0 | 100.0 
ELV sonic cee cote sete 36 8.3 6.9 5.0 1.9 9.6 0.8 42.7 24.8 100.0 
Sixers Scie else ¢ cya ac 24.3 6.3 0.9 Sal OES 2.5 26.8 33.0 | 100.0 
Seven Sialeteveve dene e's 3.3 0.6 2.0 0.6 - 1.0 82.5 10.6 | 100.0 
Nth. Sid wate orate 14.2 1.4 _ _ 2e2 igs! 16.2 64.8 100.0 
DEAIIB igs) op ids) ole oy Ge ; 24.5 _ - - - - - 75.5 | 100.0 
eacoriMores .j..os se « « 83.4 16.6 — _ — _ — - 100.0 
sieeve 5 . 6 10.4 1.6 | 36.4 
ALL HOUSEHOLDS 15.3 eh 7.8 ee ila 5 i) 


Other 
Real 
Estate 
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TABLE 21 
Distribution of Cash Producing Assets of Households, by Characteristics 
of Head of Household, Seven Canadian Cities, 1962 
Canada O Mortgage Publicly | Shares in Invest-| Equity 
Characteristic Deposits | Savings eas and other Traded ment Mutuals, in own 
Bonds ne Loans Shares Trusts and Clubs| Business 
Age — Years 
29 and under......... 4.6 Das 4.3 6.0 
SOp— 73 Olas cuetelatclaletcvole ts 6.0 1.0 3.7 Tad. 
AOR AO ie ctene ois elele\ elev 4.5 1.4 4.3 6.1 
0) AiGy: Saas chs BOoMO O 9.2 6.1 7.6 10.9 
65 and OVEr... ccs ne 11.9 16.9 10.6 20.0 
Occupation 
Professional ........ 12.9 6.5 15.6 14.4 
Business Executive .. Sal 3.9 Sa5 525) 
Glerical garrett were ciel ere 18.5 as} 18.4 8.6 
Salesuc crclorsictsrsverste) si. 9.1 7.6 iS WAY 
Skilled Labour....... Yas 0.2 Shf/ Sif/ 
Unskilled Labour..... Tosh _ 10.1 4.8 
Retired cevcteecssieiacele oe 10.1 14.6 9.0 28.7 
OUbe ne ate ctereicteretersvorerste 19.6 20.6 Sa 29.5 
Financial — Other 
Buinancial ys). ./c. crercre 5.6 9.2 9.4 19.2 
INULCOM NS Ge oooo ons 6.6 6.9 3.6 6.5 teu 
Employment 
Employee fic. acer « 123 5.4 8.5 15.1 
Self-employed........ 3.6 2.9 5.4 Pasff 
Not in Labour Force .. 13.6 17.4 6.6 29.6 
Employment Experience 
Continuously Employed 
VP os oo ghaamnd GOOs For 2.9 6.2 6.1 
Partly, Partly-fully ... _ _ - 2E5 
Not Continuously Em- 
ployed 
Voluntaryscciec cleo cleters 10.9 17.9 7.9 29.5 
Univoluntarvicre ctelelcreler one 6.4 0.9 7.0 0.9 
Waclassifiedma.. acct. 45.2 - - - 
ALL HOUSEHOLDS .... 7.8 Sef 6.5 10.4 


Total 


zg 


CONSUMER SURVEY 


0 0°001 eee eee eres ee ee eeee TOT 
0 ‘TS eoeeoeoeveeeeeeeee PetTjtssepyouy 
é be Sena: SS SNS TA 9 6.08 OE IO 000‘os$ 
Tv 4 v'v~ 0°8 idee OOOLOVaOOOLS CS 
v's (Se yiye 6'T $°02 ve 6 6°L T c°ST eee OOOGY Cae OOOLSIES 
ev L’v vl 6°38 €°€ v ie T 6°Cr ries 660. Fa sO00LOLS 
ea! Lt Z°0 OAS O'T ore © 0°9 Niet Staite 6661 Ome OOSELS 
0°% Eco s°0 €°9 6°T b'°S L 8°6 aac COL am OOSEYS 
Lc 9°0 s°0 6°0 6°0 L’v OT est ee OOVs Tae OOURLS 
9°0 Pe TO 9°0 T’0 £°0 4S est a SS ee O66 Sa & 
— — _— — — —_ — oO°e it ekenwin ere Oc ria os OL 9) 
1 EXO} — = T‘0 — TO €£°0 C’r os ete oe dae eeakeas (()C Cm 0} = 
T:0 — — £°0 — T’°0 v°0 €°r eee eoe eee eee eee 3JoUul IO oos$— 
YISOM 3° AJ 
0°0 Oot 0°OOT 0°00T 0°OOT 0°O0T 0°O0T Cee DE SE Le ee Sei” eee ALO 
LSE 0°9 = 3 = = TO me c°0 TO oa agi SOOOROOI= 5OO0L0GS 
byl | 8°E?% 9°8T (ae) 8°9 rF 6°L L°et vt s°s 8°0 PII OTOL slay 7 a (OVA 
b°6 As €°cr T’°s L’v c°0 v's €°S 8°? a4 S°t% cues. OOOs EC OOOsSIES 
byt | 8°8 £°vT 8°Cl TZ 0°9 L’v Pe vy Tor L4°0 oe oe... 060s7. 1a A000,0R$ 
6°9 6°ET s°9 aks 8°T ol 6°S S° ss 6°S vl ie cea OOOROUESLOOSILS 
b°6 oT Beat he S°cr 9's bl ILS ORS €°9 s°3 poe ean ae OO Fal .O0SEES 
9°S v'e cs CL 6'°v v'0 vv O’v 0°9 v6 S°cr ge a (OG vavame OO0sLS 
(Aan 5 T°? Le 9°S 8°0 = ED T°0 ov 6°9 B°LT asa es OOO = t$ 
L°SE | €°€? b’°et €°b9 blo $°98 ¢:S9 €°OL CSL c°es 8°6E ieee eae eyo) 
S83q9q [830] 
0°OOT | 0°O0T 0°O0T 0°O0T 0°00T 0°O0T 0° 0°001 Sa Seer PE NEL a NE HORE 
0°S6 8° OR OOOO Cala tt Io 000‘00T$ 
(al) OnE 8 “***"" 666'66 — 000‘0S$ 
c°0 O°v~ v “**""* 6§66‘6h — 000‘SZ$ 
6°S 6°E 4 Dos (600s7C = O00 STS 
v'0 c°0 b se (000. V1 = O00LOLS 
ig 9°0 v OOOO mamOOSELS 
c'T T°0 0 OO tae OOS ES 
T'0 c°0 8 32 660.) = 000-LS 
= L’0 0 e999 666 -— I¢ 
= 3 as € sete etree eeeeg 
SJOSSY [BIOL 
ssoutsng sqn[D pues sjsni soieys sJaxHoIg suBo spuog 
93938) umo ur ‘sjTenjnyw fst pepesy yy Jayj}o te dared 2 s3utaeg | sztsodeq | SPIO4esnoH 
Tea Ayinb gq -}S9AU] UT saseys Ajotlqng | seouejeg | sa8e8z0y | 7° VO epeues ue ASTER ELL ©) 
sJequnyn 


sjessy jo juNOUY 


(qua010q) 


Z9GT ‘SONTD uelpeueD uodag ‘yII0M JON PUL SENTTIQery] ‘sjossy [vO Jo [eae] Aq 
‘yassy JO odA], Aq SJaSSy ZuTONpolg yseO pu ‘spfoysasnoy Jo Joqumy JO uoTNGInSIG 


ce ATEVL 


ROYAL COMMISSION ON BANKING AND FINANCE 


30 


eee e eee eee eeeerees VTOT 


et: CAG Z°O eG YENG Cas 8° O° 10 00,0. 00: 0,6) € 018 0'* FRAG pue Y%Iv 
S’°s 46 SI 6'T . . SIG oS Co Sel MMe ee MEMES ENC IA gy OK 9 Ss 
Eg S‘0 24k Pat ove Lv 8° EH Pir eee SM MY ISNT IA 9 YS 8 8 
6°83 o°e OF LG PST o°s o'V ea MOOR SAC OEIC A § Vee 1) | 
S‘Itt cs PTL 9°SZ O°vT S°L ¢°9 SONIC es OMA ICE Oy it a 
0°9S T‘6L 8°79 £°ov 0°Or I°ss T°8s ba Riedie A flan) Se) Sead dee 9 | 
OCET 8°v S°€ 0°92 Gani c°6r 6°vT srecesees ATTWB UT BTM ON 
0} UOTING {3jUOD S,OFTM 
0°OoT 0°O0T O°O0OT O8 €'6':8 8 8 OC 6 8 CS B'S 912 ‘TVLOL 
“imme 
6°S 9° T°O yeni TT O'T Me ene eed POs Selo Ui) 
ae) OmL O'T 0 Lk SAY sree syuswABg JUSTIUIDAOD 
Srek L°9T (fle) Tor | 6535 83°C Oat S°TS L°8t v°6 oP TREE OE iS Came 2 OCLs) 
| AduoW JeuIO puUe JUsU}SeAUT 
SOV L°Sé 6°08 0°6 9°83 (Gash VRS S’vt O°TT 6'IT v's * *TBuOTSSejolg pue sseursng 
6°CV T°vs 8°ST S°b9 L°9S T°v6 oO S°ES% 6°bS 6°SZL L°v8 se eereees DaATaDey AauOW 
J9yIO pue sede, ‘seTsieles 
eulooUy Jo eosnog jediouLgd 
—<—— ; =| a 
O°OOT | O°OOT 0°O0T 0°OOT 0°O00T 0°OOT 0°O0T 0°OOT |} O°OOT 0°OoT 0°O00T kee. toniedinaggen mae eS RAO AOR F 
6°S S°€ 1820) 9°CT bt ca TO S°Or e°st y a ° O'T Cee ye ese DOL TSS SORT 
vv o°€ cSt 8'P S°LT v0 Eve CLC 8°ST LG 8°0 sreerereeses atom Jo 000‘S7T$ 
T°SS O°L v°SE 6°CS SSC €°ss8 L°St 6°ST 9°L c'8 a4 aie aio a OOO. Cr aeOOO LG LS 
8°ST 1°67 O’sT 0°6 (Ee igs L°6 8°38 LOT O’vt O°eT OL OO OOS Yara ae — KOLO UY 
8°OL y9OT Lies L°8 O°9T ov ov 6°L jerome £°oT £°6 the 2118 2°65 660) Om amOOORSS 
c°8 €or 0°6 Cae: 9°6 = 83°C S°v 0°6 6°9 Bye ois 2 25° O66) La a OOOELS 
6°S c.9T 8°T c°6 g°s (GX) cs L£°0 IEES OL 0°6 ereieceieo7°* 45660, Ou OO0GIS 
G°L 6°9 S°S 0°83 6°38 =a £°ST C2 Ter S°el 6ST sie ert "ee O OG as ak OOORS 
$°s I'v O’°e 9°6 6'T T°0 O°L ov 8'P b°st Es6L psieneit cs"! OOO EV mmm OO OMS 
0’s 9° 8°S 9°0 tac a £°S COT 8°S Sas O°eT eccieieie)= < 4K 6OOtG = me OO0LGS 
veil at S°0 S*6 (E68) i Gs 9°0 Lt e'v T’°8 okt eet OO OC OUOTGS 
ae) = a 6°T T°O 7 T°0 im T°0 T°? 6°v 325.9579" 66611 - = O00 TS 
reetoy os aed SS — =, 6°0 == a L°0 CoG er onanciieperegruckeren™-S() OTS iepuyn 
euloouy [#jOTL, 
2a | 4 
e}ejsq | ssoutsng sqnID pue s}sniy soareys siayoIg sueo-y] sno | spuog 
TeIOL Teey uMO UT ‘sTenjny juew pepeiy yyIM r9ay}0 pue poo sZutaeg | sitsodeq sployasnoy 
12410 Ayinbq -}S9AU] UT Sareys ATOMNIqng soourleg so2e2zyI0y tao epeuss | jo OT}STI9} OBIBYD 
al Jaqunn 
sjossy jo Junowy 
(}us010g) 


Z9G6I ‘SOTTO UeIpeuRD UAVS ‘SOT}STIs}OVIEYDO sulOdUy Aq 
‘assy Jo od], AY SJoSSY ZuTONpolg swWodUy YSeD puY pINbIyY pue ‘sproyssnoy Jo Joquiny JO UOT}NGTISTG 


€¢ WIAVL 


cA 


CONSUMER SURVEY 


6°6 8°6T 
GAL 8°ES 
c'9 0°9 
L£°9 6°C 


33848q 
TBIOL Tesy 
12430 


“IVLOL 


0°00T 0°OOT 0°OOoT 0°00T 0°O0T 0°00T 0°00T 
= 6°OV = (a?) 7 ee: 6°E7S vv 
bbe L°T% a. L4°9 S‘T? L°L OV 
L°9t fa Sir S°t8 9°ES L°Lt O've 0°6T 
vst (ENN = SeGr 9°9 €'vl 8ST 
(GRAS 6°8 0°9 £°OT 8°9 1 an 4 0°OV 
CL C'S vit £°0 8°0 L°8 8°eT 


SONIG’IOH AO ANTVA IVLOL 


ssoursng 
uMO UT 
Ayinb | 


0°00T 0°O0T 0°00T 


oroor | 0°00T 0°O0T 0°OOT 


* g10UI IO 
666‘6b — 
6666'S — 
666‘6 — 
666‘b — 
666 = 


= +0 = 
TO 9°0 = 
c°0 6°0 TO 
s°0 vl re 
€°S its = 
bre cs 9°0 
S°*€6 L°L8 £°66 


Spjoyesnoy SurIpfloy jo soquiny 


c°0 T°0 TO 
v'0 c’0 C0 
9°0 et 0°? 
9°0 L’t (Ga 
Lt T°3 S°97 
ony vst €°LS 


6°v6 COL L°6 
spuog 
le SBUTABS sjtsodagq 
0 epeues 


Sqn[D pue s}sniy soseys SrayHOIg sueo-y 
‘sTenjny juew pepery uum tayjO pue 
-}S9AU] UT sarleys AjTotqng sooueleg | sesesd}10; 
(qu9019q) 


2961 ‘SOND UBIpeuRD UdAag ‘SUTP[OH{ JO OZIg pu Jossy Jo adAy, Aq 
‘syossy sUIONpolg YSeD JO SsuIp[Oy JO onyeA pue Joqumny Jo uoTNQIYsIG 


ve ATAaVL 


ee eevee 


. 
. 
. 
. 
. 
. 


eevee 


* aiow JO 
666 ‘6b — 
6667 — 
666‘6 — 
666‘b — 
666 ry 
a 


BUTPIOH JO eztg 


000‘0s$ 
000‘Sz$ 
000‘0T$ 
000‘S$ 
000‘T$ 
T$ 


‘IV.LOL 


000‘os$ 
000‘Sz$ 
000‘OT$ 
000‘S$ 
000‘T$ 
T$ 


32 ROYAL COMMISSION ON BANKING AND FINANCE 
TABLE 25 
Per Cent and Characteristics of Households Holding Assets, 
by Type of Asset, Seven Canadian Cities, 1962 
Average per Household 
As Percent 
of Total Debt to Total 
Type of Investment Numbeniot Holding eo OER : Dae Ménberce 
Households ot Ratio 

~ $ $ $ No, 

Deposits... rete oie cele =i CeO ERORS i 90.3 1,579 18,399 Wo?) 6,202 
Canada Savings Bonds ......-eeeeeees 29.8 2,456 25,590 1253 UgLO2 Sw 
Other sBondsS cacy «cro cloves everokelelelsiele sic 16 5.1 10,423 73,887 523) 10,324 2.9 
Mortgages and Other Loans ..........- 5.8 10,398 51,777 Ua esa t 8,957 SP 
Balance with) Srokersmectcae scleleleistelsisicrs 0.7 1,544 Lsefely/ 6.6 10,742 3.0 
Publicly Traded Shares.........-eesee. DAs! 7,894 53,155 9.4 9,723 Saez 

Shares in Investment 

Mutiats; ebrusts,: CluDS rejers cleleleisie oie 6-5 2,262 41,894 13.5 9,214 3.6 
Equity in own Business .......-e.2000. 5.9 58,044 82,578 8.0 9,291 S7/ 
Realsbistaten catccteictsrc cle clots chee ele chels,<l sic 8.3 18,362 45,735 15.9 8,743 3.6 
Trusts and Fstatesieurcicieciereicle sic ls stoves 1.0 34,429 | 122,567 325 11,145 Sina 
Withdrawable Pension Funds.......... S253 Pee YES 13,979. PAST 6,890 3.6 

OwnedPHomest. ccicire cies steisiie cists eleele A 5250 18,046 28,551 18.4 7,316 

Recreational Residence ........eee00. 8.4 6,802 46,862 9,717 

INonesof above acniietcree cee seieistaleres 5.3 —280 2,513 


16,830 


17.6 


5,910 


3.4 


Age of 
Head 


45 


47 


52 


48 


43 


47 


44 


44 


47 


44 


43 


47 


51 


47 
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TABLE 27 


Distribution of Bondholding Households by Type 
of Sonds Held, Seven Canadian Cities, 1962 


) 

| Bond Type Number Percent of Total* 

| Ove MIME Oly CANACA ..c.-cec Petr trts scoteo Teor ee actos oh eicsecsssncoecedecs 54 O87 

(UO 2 ey eats SR A) OI ne rr 64 33.8 

| AUGUST ONL sees OE ES TD URC SER Ram Cetera ten Tae 18 9.5 
MormOratlonermater tt eet ee ee 81 42.7 
RR Ne Ra pac ore stain ge debt sis «octane keh y Pfs anon hes n> Gehan Tess ondso ce 23 12.4 
a OL ORL PG gcc nn Peiviceanhatinerasdans as sheds Be anvateossWl lo Diavicccess 11 De, 

| mii BONDHOLDING HOUSEHOLDS. ...........cccccsccosecoccsorcosseee 189 100.0 


* Percentages add to more than 100% s 


ince some respondents reported holding more than one type of bond, 


TABLE 28 


Distribution of Bondholding Households by Type and Number 


of Bonds Held and by Major Source of Income, 
Seven Canadian Cities, 1952 


TYPES OF BONDS HELD NUMBER OF TYPES HELD 
No. 
Major Source Govt. 
of Income a ot aa sie 1 2 Se Total 
Cases Canada Bonds more 
Holders 
only* 
percent percent 
BRAVE SEM CMC Se coos. scat ss eshievettes cits 26 14.3 85a; 28.6 
OAL Gy WE Sean SO 152, 17.6 82.4 83.2 
EEC ES, a 11 14.5 85.5 100.0 
VAILL, BONDHOLDERS .......:0ce00000. 189 | 17.0 83.0 76.7 
} Excludes Canada Savings Bonds 
TABLE 29 


Distribution of Households Contributing to Pension Plans, 
by Withdrawal Rights, Seven Canadian Cities, 1962 
Percent of 
Withdrawal Rights Total 
Households 
I Sie =<. Say oS 
With right to withdraw 
Br OMT ER ECR SNELL och he oes vc Es icch c n ions bse dasa co voctrnsah evicy desiasvome boiediavom 9.9 
SSP eS ot a) etcetera An Rel di Rg pe ten Ce Rad 45.0 
Seam ATOM ANLT HISTOR BiG... (50M. 38 ai < eta Seve vw eal ni eee oe 32.6 
AROMA A STIR ANAT EUW oscar od alse SISO sag Mg Sh censseovn ctv Dauihosdn ap cd hLgn oe canhca ded 14.1 
NNN SNARE aoe ee ae fee sgl ca vaio yea ec en's tin svat h bdnvahun ordednebaasuoesdddezussie 4.5 
NR ea eh eg to Ch ivssiad Ve es oes vos a vax cllowk neko vce noni lonhavduslnvanvelevsnienseoceahe 100. 0* 
Sept At AS PERCENT. OF ALL HOUSEHOLDS. oi.ssccsseccssiecavscseaseccasevscsssseoseesetseesscsevece 38.1 


* Percentages add to more than 100% since some households had more than one respondent contributing to pension plans. 
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TABLE 30 


Distribution of Households Currently Paying into an Annuity or 
Voluntary Retirement Plan, by Major Source of Income, 
Seven Canadian Cities, 1962 


No, | 
of Percent of Total 
| Cases 
Major source of income: 
Wages and salaries and 
other money received.....-csesscocccccssscccccsersrsccereres 226 85.8 
Business and professional 
eve Ho Gb OS Heo Ab 0b DOOOO GU Gd UDO 005 OOD COUR OCIS O UCICIOOIOOG 24 9.1 
Government payMentS ....cesecrreeerssrssrerersseseesccseers _ - 
Investment income and other 
MOHSV ANCOME sees oie eco eee sss eee te eis see wie seis 98). 9, 8) 848. % 5 2.0 
Wnclassifvedica scr iete sic wists oles cuele cfcle cies) levelololeveteoeetexe exsisionsiereie ee 8 Ws Bak 
ALL HOUSEHOLDS PAYING INTO ANNUITY 
OR VOLUNTARY RETIREMENT PLAN ......eeeeceerrccrccres 263 100.0 


TABLE 31 


Distribution of Households Currently Holding Paid-Up Annuities, 
by Age of Household Head, Seven Canadian Cities, 1962 


Age Percent of Total 


Under 65 years ...ccere reece ccc ccceerccre reese ssscssecens 


65 yearS And OVET... cere eeeer reece seeceeeeseceees 


ioe ee. eran 


CONSUMER SURVEY ar 


TABLE 32 


Relative Frequency, Value and Mortgage Debt of Owner-Occupied Houses and Characteristics 
of Owning Households by Value of House, Seven Canadian Cities, 1962 


Mortgaged Houses Average Per Household 


Percent of | House as 


Estimated Value Percent Pp : * Debt as 
of House of Total Seer hdd, Og Net Percent of Total Age of 
of Debt for Members 
Worth Total Income Head 
Total House 
Assets 
$ $ $ No. Years 
$O' —7) 5,999 os ccssices - 4,548 1.9 2,874 3.0 Sil 
$6,000 — 7,999.......... 35730 5,302 Shy 2,8 24 3.0 50 
$8,000 — 9,999 .......... 4,595 10,869 19.0 5, 206 3.6 51 
$10,000 — 11,999.......... 4,561 12,429 19.9 4,753 Shs 48 
$12,000 — 14,999.......... 6,549 13,030 26.9 5,786 3.6 46 
$15,000 — 19,999.......... 8,016 19,587 26.2 6,610 3.6 47 
$20,000 — 24,999 .......... 9,040 36,063 18.5 8,629 3.8 47 
$25,000 — 29,999 .......... 9,597 39,311 Les 9,945 4.0 48 
$30,000 — 39,999 .......... 12,175 84,337 11.6 13,173 3.9 51 
$40,000 — 49,999.......... 14,536 95,955 10.4 21,474 3.6 54 
$50,000 or more ............. 10,139 329,923 IAN 15,810 3.4 51 
ga OWNING 7,969 | 28,551 7,316 3.6 47 


HOUSEHOLDS .......... 


TABLE 33 


Frequency and Size of Total Asset Holdings of Households 
by Amount of Net Worth, Seven Canadian Cities, 1962 


TOTAL ASSETS 


mee Hae Average Median Average Median P t eon 
Net Worth House- iousehoids| Holding — | Holding — |Holding — | Holding — ae ee 
holds Ownins all all Holders Holders Owners Value\of 
ree Households|Households only only ieidiags 
dollars 
—$500 or more.............. 5 200 30 270 ~ 
= SAETO = F500 2.52... -00052- 710 50 940 0.2 
OM ccssasacsesevatees ° — - = _ 
$1— 999 830 400 830 0.6 
$1,000 — 4,499 4,430 2,7 30 4,430 2,730 3.4 
$4,500 — 7,499 12,590 | 13,300 12,590 13, 300 6.4 
$7,500 — 9,999........ 14,580 | 15,530 14,580 15,530 4.0 
$10,000 — 14,999 17,430 | 16,500 17,430 16, 500 10.4 
| $15,000 — 24,999 23,670 | 22,970 23,670 22,970 fed 
| $25,000 — 49,999 38,310 | 37,330 38,310 37,330 


$50,000 or more 145,430 90, 230 


20,420 


90,230 | 145,430 
12,250 21,570 


* Each cell is out of 100 percent, 
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TABLE 34 


Frequency and Size of Holdings of Deposits by Households, 
by Amount of Net Worth, Seven Canadian Cities, 1962 


*' 4] DEPOSITS 
7 
Mee aa f gers Averdce Median Averaue Median Ever a Percent 
Net Worth of a oe Oo otde| Holding —| Holding — | Holding —| Holding — ; 
Cases e ide ee os all all Holders Holders one 
Ree Households\Households only only 
i : 1 1 = 
dollars 
—$500 or more .............- 134 4.2 70.2 120 20 170 100 Se 
SOS aay ANSTO bacareactosescee 149 4.6 70.8 120 20 160 70 3.6 
Oe access caserne sete 96 3.0 _ _ - — = = 
$1 — 999 oo. cce0 490 Soy 94.0 300 220 320 230 15.9 
$1,000 — 4,499 ........ 507 15.8 92.8 930 570 1,000 600 16.2 
SAT 500s el 5400) arene 335 10.4 92.5 1,080 400 1,170 460 10.7 
$7,500 — 9,999 ........ 180 5.6 92.0 770 400 840 410 mp d/ 
$10,000 — 14,999 ........ 392 L252 93.6 1,370 660 1,460 710 12.6 
$15,000 — 24,999 ........ 491 1Sao 99.3 1,940 1, 100 1,950 1,100 16.8 
$25,000 — 49,999 ........ 249 Toll 100.0 3,410 1,450 3,410 1,450 8.6 
$50,000 or more............ 193 li 6.0 100.0 5,680 2,610 5,680 2,610 6.6 
ALL HOUSEHOLDS Mug 3,216 ie 100.0 ; 90.3 1 1,430 500 1,580 580 100.0 
* Each cell is out of 100 percent. 
TABLE 35 


Frequency and Size of Holdings of Canada Savings Bonds by Households, 
by Amount of Net Worth, Seven Canadian Cities, 1962 


CANADA SAVINGS BONDS 


No. Percent Percent Percent 
Net Worth of es ay of Percent of 
Cases ouse= | Household 
holds of Total 
Owning Owners Value of 
a Asset* Holdings 
== h50(0) OremOre ans: cetees 134 4.2 Sas 
eh tu OU seen secveraneee 149 4.6 10.2 
Qiesreersencs wesaioes 96 3.0 _ 
$1 — 999 vk... 490 552 SBS 210 
$1,000 — 4,499 ........ 507 15.8 31.1 680 4.6 
$4,500 — 7,499 ........ 330 10.4 28.9 640 2.6 
$7,500 — 9,999 ........ 180 SO 1,350 igi 
$10,000 — 14,999 ........ 392 760 4.5 
$15,000 — 24,999 ......... 1,060 8.1 
$25,000 — 49,999 ......... 3,900 
$50,000 or more............ 13,090 


* Each cell is out of 100 percent. 
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TABLE 36 


Frequency and Size of Holdings of Other Bonds by Households 
by Amount of Net Worth, Seven Canadian Cities, 1962 


OTHER BONDS 


Percent 


No. Percent Percent 
of all Average Median Average Median 
et Moreh Os House- Holding — | Holding — | Holding — Holding — Beroent - 
aie" holds Beare ae all all Holders | Holders | | oF Bae ; 
eects ouseholds|Households only only eran auiaieee 
dollars 
$500 or more)..x.......... 134 4.2 2.6 _ _ 50 30 Pay -- 
= SNEtO1—$ 500s 149 4.6 2.4 _ _ 100 50 pa = 
OR eteratcdscresnesocete 96 3:0 — _ — _ _ _ _ 
Sie— 999 ........ 490 USt2 On, oa — 500 250 IID; 0.1 
$2,000) — 14,499) .0)00.. 507 15.8 1.8 10 — 530 600 5.5 0.3 
$4,500 — 7,499 .....:. 335 10. 4 2.0 10 — 350 90 4.0 0.1 
$7,500 — 9,999 ........ 180 5.6 2a5 30 — 1,340 190 2.8 0.4 
S103000 — 14,999) ......!. 392 UIE; Pysis} 20 —_ 600 240 6.1 0.3 
| $15,000) — 24,999 ......... 491 MSHS} 6.4 170 — 2,700 1,080 19.3 5.0 
| 525,000 — 49,999) ......:. 249 Hietd, 15.3 1,610 _ 10,540 5,600 235 235 
$50,000 or more............ 193 6.0 27.6 6,210 _ 22,490 5,180 SPARS 70.2 
ALL HOUSEHOLDS .... 3,216 100.0 Sat 530 — 10,420 | 2,000 100.0 100.0 
* Each cell is out of 100 percent. 
| TABLE 37 


| Frequency and Size of Holdings of Mortgages or Personal Loans by Households 
| by Amount of Net Worth, Seven Canadian Cities, 1962 


MORTGAGES OR PERSONAL LOANS 


Percent 
Net W of all ame nt Average Median Average Median Pp ¢ ue 
oath Reda House- H, o Holding —| Holding — |Holding —| Holding — ce 
ouseholds of Total 
holds i all all Holders Holders 
DRANG Muse eslddHouseholde| ont onl Deere eyo Hnayot 
Asset* 7 y Holdings 
dollars 
) —$500' or more .............. 1,000 500 0.5 0.1 
i= S$ 1 20)—$500%. ..15.00600.s 250 130 1.9 _ 
| OU ae = es = = 
| BAS. ) 999%: ..50055 ay a md ty 
751,000 — 4,499°........ 1,770 860 12.6 Qt 
mms4,500 — 7,499) j.....:. 3,270 3,000 9.8 Sik 
| 37,500 — 9,9998.......2 — _ - = 
$10,000 — 14,999 ........ S550 3,880 1735 5.9 
| $15,000 — 24,999 ........ 4,430 4,600 9.1 
| $25,000 — 49,999 ........ 9,240 9,960 12.6 
' $50,000 or more............ 31,580 13,770 67.0 
_ ALL HOUSEHOLDS .... 10,400 3,960 


_ * Each cell is out of 100 percent. 
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TABLE 38 


Frequency and Size of Holdings of Publicly Traded Stock by Households, 
by Amount of Net Worth, Seven Canadian Cities, 1962 


PUBLICLY TRADED STOCK ; 


Percent 


Percent Percent 


No. Average Median Average Median Pp f 
Net Worth of a ae on Holding — | Holding — |Holding —| Holding — we relet . 
Cases tact ay aera all all Holders Holders Owners Value of 
Sa ae ouseholds|Households only only 
Asset* 
=f 
dollars ; 
SHO ONOT MOLE wat aisnen ase 134 4.2 Dee 10 - 340 
=O 1etOlU—6 500 ween esesscenes- 149 4.6 0.7 — _ 40 } 
O nee Aes 96 3.0 * = = = 
$1 — 999 acssecens 490 WO 7 0.9 _ os 440 
$1,000 — 4,499.......... 507 15.8 9.1 60 _ 660 
$4,500 — 7,499.......... 335 10. 4 6.8 180 - 2,630 
$7,500 — 9,999 .......... 180 5.6 8.1 130 — 1,620 1,850 5 ; 
$10,000 — 14,999......... 392 1252 17.9 280 — 1,580 1,000 3.6) 
$15,000 — 24,999°......... 491 SHS) 12.0 210 — 1,770 880 3.3 ‘ 
$25,000 — 49,999......... 249 Ue 3352 1,490 —- 4,480 1,540 
$50,000 or more ............ 193 6.0 48.3 12,590 _- 26,090 11,330 
J 
ALL HOUSEHOLDS 3,216 100.0 1S} 970 _ 7,890 
* Each cellis out of 100 percent. 
| 
TABLE 39 | 
Frequency and Size of Holdings of Shares in Mutual Funds, Investment Trusts, and Clubs, 
by Amount of Net Worth, Seven Canadian Cities, 1962 


SHARES IN MUTUAL FUNDS, INVESTMENT TRUSTS, AND CLUBS 


P t 
No, Cae Bere Average Median Average Median ak 
of all of Percent of 
Net Worth of " Holding — | Holding —|Holding —| Holding — 
House- Households of Total 
Cases holds on all all Holders | Holders 
wning Households |Household onl 1 Owners Vetnergs 
Asset* y ony Holdings 
dollars 
—$500 or more .............. 134 4.2 0.7 10 _ 1,400 700 0.5 0.3 
—$1 to —$500................ 149 4.6 0.7 _ o 250 130 0.5 0.1 
Qi cisceetccaviecs tenns 96 3.0 = os -- - = - - 
$1 — 999 ........ 490 Ss 1.9 10 —- 290 170 4.4 0.6 
$1,000 — 4,499 ........ 507 15.8 Shut 10 ~ 270 180 He's 0.9 / 
$4,500 — 7,499 ........ 335 10.4 8.0 90 a 1, 100 310 13.0 6.3 
$7,500 — 9,999 ........ 180 5.6 Teal 90 _ 1,280 290 6.1 3.5 
$10,000 — 14,999 ........ 392 12.2 6.4 110 — 1,640 880 1251 8.8 
$15,000 — 24,999 ......... 491 15.3 9.4 200 - 2,140 1,140 22a 20.9 
$25,000 — 49,999 ........ 249 1.7 13.6 330 ~ 2,430 370 16.4 17.6 
$50,000 or more............ 193 6.0 18.8 1,000 - 5,330 1,730 17.4 41.1 
ALL HOUSEHOLDS .... 3,216 100.0 150 — 2,260 100.0 100.0 


* Each cell is out of 100 percent. 


! 


Frequency and Size of Holdings of Equity in Own Business by Households, 
by Amount of Net Worth, Seven Canadian Cities, 1962 


TABLE 40 


CONSUMER SURVEY 


41 


EQUITY IN OWN BUSINESS 


No. aati Pa Average Median | Average Median 
Net Worth of Fotis ee Holding — | Holding —|Holding — | Holding — Percens 
Cases Holds Owning all all Holders Holders Pe 
Asset # ouseholds |Household only only 
dollars 
—$500 or more.............. 134 4.2 10 
—$1 to —$500 .............. 149 4.6 — 
Qh statest thaveutess 96 3.0 _ 
$1 — 999 lessees 490 1552 20 3,000 1,500 
$1,000 — 4,499........ 507 15.8 120 2,850 2,640 
$4,500 — 7,499 ........ 335 10.4 150 3,370 2,410 
$7,500 — 9,999........ 180 5.6 220 2,620 1,510 
$10,000 — 14,999........ 392 1232 330 7,990 5,000 
$15,000 — 24,999 ........ 491 15.3 510 13,800 10,000 
$25,000 — 49,999........ 249 Ooi) 1,640 17,360 10,000 
$50,000 or more ........... 6.0 38.7 S410 133,520 60,000 
AL L HOUSEH OLDS.... 100.0 5.9 3,400 10,000 


* Each cell is aut of 100 percent. 


TABLE 41 


Frequency and Size of Holdings of Real Estate by Households, 


by Amount of Net Worth, Seven Canadian Cities, 1962 


Percent 
of all 


Net Worth of 
House- 


Percent 


REAL ESTATE 


Average 
| Holding — 


Median 
Holding — | Holding — 


Average 


Percent 


* Each cell is out of 100 percent. 


Cases all all Holders of 
inci sR eB Pe Households only Pwners 
dollars 
—$500 or more .............. 134 = = = 
$1 to —$500...5.........02 149 = = = 
) One ited 96 = = = 
Si — ) 3999 ...:4.. 490 — - - 
$1,000 — 4,499 ........ 507 60 = 3,240 1,310 
$4,500 — 7,499 ......... 335 90 a 4, 370 1,040 
572500 — 9,999 .......2 180 460 a 4,800 2,830 
$10,000 — 14,999 ........ 392 650 = 5,230 1,880 
$15,000 — 24,999 ........ 491 1,130 ae 7,800 6,390 
$25,000 — 49,999 ........ 249 2,930 = 15,220 | 11,000 
$50,000 or more............ 193 16,750 2 48,620 30,000 
ALL HOUSEHOLDS....| 3,216 1,530 tas 18,360 9,110 


Percent 
of 
Total 
Value of 
Holdings 


91.3 


Percent 


11.3 
14.9 
65.8 


100.0 
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TABLE 42 


Frequency and Size of Holdings of Withdrawable Pension Fund by Households, 
by Amount of Net Worth, Seven Canadian Cities, 1962 


| WITHDRAWABLE PENSION FUND 
No Cian nee | Aversse Median Average Median Pantient ree 
Netw oe Me House- /|Households Holding — | Holding — |Holding — | Holding — of Total 
Cases Holds Onatie all all Holders scat te Ownera Vatucrun 
2 ects Househotas Households only only Holdings 
dollars 
=500 lon mMoOre.......s.esc-s 134 4.2 6.8 10 — 150 170 0. 1 
ES len ey hs) 010 eaineren: oocH00" 149 4.6 6.8 30 - 500 540 0.2 
Oat eos sca gases 96 3.0 — = ~ - ~ - 
$1 — OOO stress 490 1552 19.5 120 - 600 490 253 
$1,000 — 4,499 ........ 507 15.8 42.7 680 — 1,590 1,400 14.0 
$4,500 — 7,499 ........ 335 10.4 35.0 660 _ 1,890 1,500 9.0 
$7,500 — 9,999 ......... 180 5.6 29.0 550 - 1,900 1,610 4.0 
$10,000 — 14,999 ......... 392 12.2 40.3 800 _ 1,980 1,600 1227, 
$15,000 — 24,999 ........ 491 1523 48.5 1,430 _ 2,950 2,390 28-5 
$25,000 — 49,999 ......... 249 ffctl 45.1 1,950 _ 4,330 2,590 19.7 
$50,000 or more............ 193 6.0 15.1 1,230 —- 8,150 4,000 9.6 
ALL HOUSEHOLDS a 3,216 100.0 [ 3253 770 - 2,380 


* Each cell is out of 100 percent. 


TABLE 43 


Frequency and Size of Total Asset Holdings by Households’, 
by Total Income, Seven Canadian Cities, 1962 


| TOTAL ASSETS 
No. aes Peteent Mean Median Mean Median Perce 
Total Income of Houses gf Holding — | Holding — | Holding —| Holding — Percent be 
Cases Holds Bees all all Holders Holders i 
Aesth ouseholds|Households only Holdings 
, dollars 
WindercSi00 OFa-cnccsscsess: UP? Deer 78.9 2,930 490 3,710 620 . 
$1,000 — 1,999.......... 156 4.9 72.8 3,630 110 4,980 660 0.9 
$2,000 — 2,999.......... 261 8.1 81.0 4,470 300 5,520 1,480 1.8 
$3,000 — 3,999.......... 418 13.0 92.4 9,600 1,350 10,390 2,500 6.1 
$4,000 — 4,999.......... 615 19.1 96.0 8,540 3,180 8,900 3,580 8.0 
$5,000 — 5,999.......... 512 15.9 100.0 12, 190 7,710 12,190 7,710 9.5 
$6,000 — 6,999........... 291 9.0 100.0 21,140 17,640 21,140 17,640 9.4 
$7,000 — 7,999 .......... 235 Tso 100.0 29,750 20,800 29,750 20,800 10.6 
$8,000 — 9,999 .......... 298 9.3 100.0 29,560 22,680 29,560 22,680 13.4 
$10,000 — 14,999 .......... 225 7.0 100.0 47,030 30,520 47,030 30,520 16.1 
$15,000 — 25,000.......... TAS 2.3 100.0 120,020 54,020 | 120,020 54,020 13.8 
Overs$ 20,000 terrcnescotes. AAS: 0.8 100.0 212,570 Lia; 330 2125570 (it, 330 
Unclassified! ver-cauw.c.c0te SZ 1.0 39,660 3,880 50,810 10, 190 
ALL HOUSEHOLDBG...... 3,216 100.0 94.7 20,420 125250 20570 


* Some households may be included in two or more asset classifications. 
** Each cell is out of 100 percent. 
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TABLE 44 


Frequency and Size of Holdings of Deposits by Households*, 
by Total Income, Seven Canadian Cities, 1962 


DEPOSITS 

a Mo ape Ai piiagt mt edi Median Avera ge Median Darcent pres 

aot House- [Households olding — | Holding — | Holding — | Holding — a Total 

holds Owning ‘ my Holders Holders Owners Value of 
Asset** /HouseholdsHouseholds only only Holdings 
= 
dollars 

Winder. $1,000) as...4.. 122 Zed 69.0 440 60 esp 0.7 
$1,000 — 1,999 ........ 156 4.9 63.7 630 40 3.4 2.1 
$2,000 — 2,999 ........ 261 8.1 75.6 760 100 6.8 4.3 
$3,000 — 3,999 ........ 418 13.0 86.4 910 300 12.4 8.3 
$4,000 — 4,999 ........ 615 19.1 90. 2 1,150 400 19.1 15.4 
$5,000 — 5,999 ........ Sy, 15.9 94.4 1,210 470 16.7 13.5 
$6,000 — 6,999 ........ 291 9.0 98.8 1, 200 700 9.9 7.6 
$7,000 — 7,999 ........ 235 7.3 96.9 1,340 600 7.8 6.9 
$8,000 — 9,999 ........ 298 9.3 99.3 2,500 950 10.2 16.3 
$10,000 — 14,999 ........ 225 7.0 99.6 2,640 1, 200 7.7 13.0 
$15,000 — 25,000 ........ us 2.3 100.0 5,000 2,000 2.6 8.2 
VET $25,000 fadenesccensee 25 0.8 100.0 4,880 3,460 0.9 Qef 
Wnclassified ...........-..« 32 1.0 67.0 1,550 210 0.7 oa 
ALL HOUSEHOLDS... 3,216 100.0 90.3 1,430 500 100.0 100.0 


* Some households may be included in two or more asset classifications, 
** Each cell is out of 100 percent. 


TABLE 45 


Frequency and Size of Holdings of Canada Savings Bonds by Households‘, 
by Total Income, Seven Canadian Cities, 1962 


CANADA SAVINGS BONDS 


Percent 
T I os of all fp Average Median Average Median Percent oe 
peparacome ‘i House- é Holding — | Holding — | Holding —| Holding — 
Cases Households of Total 
holds f all all Holders Holders 
Owning Owners Value of 
Assette ouseholdsHouseholds only only Floldings 
| dollars 

Wnder $1,000 %!..........c.- : — = = = = = = 
$1,000 — 1,999 9.1 20 — 160 150 135 0.1 
$2,000 — 2,999 57 150 _ 960 450 4.3 1.7 
$3,000 — 3,999 29.0 160 — 550 250 P74 2.8 
$4,000 — 4,999 2101 190 _ 880 400 13.6 4.8 
$5,000 — 5,999 38.5 550 — 1,440 500 20.6 TQ 
$6,000 — 6,999 S257 300 - 900 320 9.9 3.7 
$7,000 — 7,999 31.3 900 a 2,880 1,000 Tad 9.0 
$8,000 — 9,999 41.5 1,030 — 2,490 910 12.9 1331 
$10,000 — 14,999 43.4 1,460 -_ 3,360 1,220 10.2 14.0 
$15, 000 — 25,000 52.6 2,380 310 4,530 2,880 4.1 7.6 
myver $25,000 .2.2)....0.65 ls 64.5 14,700 500 22,780 4,480 ne 15.8 
‘Unclassified Ss Pabteamanceos tr QDier/: 11,160 49,110 210 15.3 


* Some households may be included in two or more asset classifications. 
** Each cell is out of 100 percent. 
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Table 46 
Frequency and Size of Holdings of Other Bonds by Households*, 
by Total Income, Seven Canadian Cities, 1962 
OTHER BONDS 
P t 
No. nee ee Average Median Average cores Percent aor 
Total Income of 2 Holding— | Holding — |Holding — | Holding — 
House- holds of Total 
Cases Soe cae all all Holders Holders 
holds Owning ; ae Owners Value of 
Asset** ouseholds|Households only only Hotdings 
dollars 
Under $1,000.............. A, Dy Pe - - - == a 
$1,000 — 1,999)... 156 4.9 Da _ - 50 30 - 
$2,000 — 2,999 ......... 261 Spl 1.4 40 _ 3,000 1,500 0.6 
$3,000 — 3,999 ........ 418 13.0 2.6 420 — 16,340 9,500 10.2 
$4,000 — 4,999 ......... 615 19.1 Me¢/ 120 = 6,870 180 4.3 
$5,000 — 5,999 ........ Sl 15.9 S55) 240 - 4,400 500 Tas 
$6,000 — 6,999 ........ 291 9.0 DRS 40 - 1,650 1,000 0.7 
$7,000 — 7,999 ........ 235 Uo 5.9 330 - 5,540 1,940 4.5 
$8,000 — 9,999 ......... 298 9.3 9.6 450 — 4,710 1, 200 7.9 
$10,000 — 14,999 ......... DIAS 7.0 1S 7, 810 — 6,980 3,390 10.7 
$15,000 — 25,000 .....-.. 75 2.3 PPO 3,610 — 16,630 2,000 15.9 
Overs$ 25,000) .---.-2-0-c00- 25 0.8 49.7 18,450 _ 37,140 5,750 
Unclassified@e---.-.+. 32 1.0 Sys) 5,550 — 100,000 50,000 
ALL HOUSEHOLDS.... 3,216 100.0 Chil 530 — 10,420 2,000 


* Some households may be included in two or more asset classifications. 
** Each cell is out of 100 percent. 


TABLE 47 


Frequency and Size of Holdings of Mortgages or Personal Loans by Households*, 
by Total Income, Seven Canadian Cities, 1962 


MORTGAGE OR PERSONAL LOANS 


Percent 

mora iiacenis a of i a a Average Median Average Median Percent aie 
Cases House- Households Holding — | Holding— |Holding — | Holding — of Total 

holds Ovaine all all Holders Holders Owners |) Velnenet 

Aaeett* ouseholds Households only only Holdings 

dollars 

Under $1,000.............. 72 De, 4.9 250 - 5,000 2,500 0.9 
$1,000 — 1,999 ......:. 156 4.9 1.1 10 _ 1,000 500 On 
$2,000 — 2,999 ........ 261 8.1 2a 240 -- 8,680 4,370 3.2 
$3,000 — 3,999 ........ 418 13.0 2.6 110 - 4,240 1,190 20 
$4,000 — 4,999 ........ 615 19.1 BpY 220 - 4,220 2,040 7.0 
$5,000 — 5,999 ......... 512 15.9 5.6 580 - 10,340 5,000 15.3 
$6,000 — 6,999 ........ 291 9.0 8.7 340 — 3,930 3,770 BL 9? 
$7,000 — 7,999 ........ 235 ios 6.6 230 _ 3,520 2,610 2.8 
$8,000 — 9,999 ........ 298 9.3 4.7 270 - 5,720 1,620 4.2 
$10,000 — 14,999 ........ 225 7.0 10.5 750 a 7,110 3,820 8.8 
$15,000 — 25,000 ........ US) Das 15.6 4,010 — 25,670 4,400 15.7 
Overs$25;000Re. cssccet 25 0.8 39.4 26, 180 _ 66,400 3,780 34.3 
Unclassified .......:..0:5.- 32 1.0 Sank 50 — 1,500 750 b 0.1 
ALL HOUSEHOLDS. .... 3,216 100.0 5.8 600 ~ 100.0 


* Some households may be included in two or more asset classifications, 
** Each cell is out of 100 percent. 
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TABLE 48 


Frequency and Size of Holdings of Publicly Traded Stock by Households*, 
by Total Income, Seven Canadian Cities, 1962 


PUBLICLY TRADED STOCKS 


Percent Percent 
of all of Average Median Average Median Pp t Sty 
Total Income Homes tea tat Holding — | Holding— | Holding — | Holding — he = a 
holds : all all Holders Holders bd ss 
Owning Owners Value of 
Appace* Households Households only only 


Holdings 


dollars 


WnidersS 1-000 e..0c.0. sce 


$1,000 — 1,999 ........ O53 560 0.9 0.1 
$2,000 — 25999 (2... Dey Th 1,090 1.8 0.2 
$3,000 — 3,999 ........ Bh I 180 3,430 5.4 2.3 
$4,000 — 4,999 ........ 4.3 100 2,190 Osv/; 1.9 
$5,000 — 5,999 ........ 9.0 540 6,020 11.6 8.9 
$6,000 — 6,999 ........ 17.6 590 3,360 12.9 55 
$7,000 — 7,999 ......... 14.1 1,280 9,120 8.3 9.6 
$8,000 — 9,999 ........ 30.0 1,680 5,610 22D 16.0 
$10,000 — 14,999 ........ 30.4 1,560 5,120 Was} W1e2 
$15,000 — 25,000 .....:.: 43.1 10,540 24,460 25eS 
Over $25,000................. 60.7 21,730 35,780 17S 
Unclassified ................ c 5.5 1,390 25,000 


ALL HOUSEHOLDS .... 


12.3 


* Some households may be included in two or more asset classifications. 
** Each cell is out of 100 percent. 


TABLE 49 


Frequency and Size of Holdings of Shares in Mutual Funds, Investment Trusts 
and Clubs by Households*, by Total Income, Seven Canadian Cities, 1962 


SHARES IN MUTUAL FUNDS, INVESTMENT TRUSTS AND CLUBS 


No. see SP percent Average Median Average Median Raresnt ies 
Total Income of Hanes Holding— | Holding — |Holding — | Holding — ee reed 
Cases Holds all all Holders Holders Ounere Waiie*ot 
Households|Households only only Holdings 
dollars 
| Winder’ $15 000 sc..:ccn.-s5 DY. _ _ - 

$1,000 — 1,999 ......... 4.9 60 _ 5,000 
52,0007 2; 999). .2-.. 8.1 170 - 4,170 
$3,000 — 3,999 ........ 13.0 10 - 410 
$4,000 — 4,999 ........ 19.1 70 ~ 3,180 
| $5,000 — 5,999 ........ 15.9 70 = 1,320 
i $6,000 — 6,999 ........ 9.0 150 = 1,580 
$7,000 — 7,999 ...... TS 60 a 590 
$8,000 — 9,999 ........ 9.3 140 - 1,310 
$10,000 — 14,999 ........ 7.0 190 — 1,550 
$15,000 — 25,000 ........ PE,8) 1,430 - 4,300 
Over $25,000) -....c...-:2--s- 0.8 890 3,140 
MU NCL aS Si filed _......0000000000 1.0 ‘ 1,830 _ 33,000 
ALL HOUSEHOLDS .... 6.5 150 ee | 2,260 


* Some households may be included in two or more asset classifications. 
** Each cell is out of 100 percent. 
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TABLE 50 


Frequency and Size of Holdings of Equity in Own Business by Households*, 
by Total Income, Seven Canadian Cities, 1962 


| | EQUITY IN OWN BUSINESS 
No. De eat Percent Average Median Average Median P aie 
Total Income oF House- e Holding — | Holding — |Holding — Holding — Fe ee 
er holds ee sa sh woldecs Bolgsre Owners Value of 
Mecer ouseholds|Households only only Holdings 
ie | dollars ‘il 
Under $15 0000...--s---2->¢ 72 Ded, — - a _ _ 
$1,000 — 1,999.......... 156 4.9 _ - - = 

$2,000 — 2,999.......... 261 8.1 Sez 210 — 25520 2,990 
$3,000 — 3,999.......... 418 13.0 4.7 1,530 _ 32,550 11,630 
$4,000 — 4,999.......... 615 19.1 4.3 540 - 12,450 5,260 
$5,000 — 5,999.......... 512 15.9 4.2 530 — 12,640 3,490 
$6,000 — 6,999.......... 291 9.0 4.1 680 _ 16,570 11, 100 
$7,000 — 7,999.......... 235 Te3 Dar 4,180 — 154, 130 53, 380 
$8,000 — 9,999.......... 298 9.3 7.4 2,090 _ 28,220 10,000 
$10,000 — 14,999.......... 225 7.0 12.4 7,250 — 58,270 36,800 
$15,000 — 25,000.........: TS Dad 2000 55,770 — 210,840 100,000 
Overt$25; OOO wre srcesress 25 0.8 39.4 78,770 - 199,740 116,550 
Unclassified tacn.-cre-eo.-- 32 1.0 Sok 220 - 7,000 3,500 
ALL HOUSEHOLDS ..... 3,216 100.0 5.9 3, 400 - 58,040 10,000 


* Some households may be included in two or more asset classifications. 
** Each cell is out of 100 percent. 


TABLE 51 


Frequency and Size of Holdings of Real Estate by Households‘, 
by Total Income, Seven Canadian Cities, 1962 


REAL ESTATE 


Percent Pp 
ercent Perc 
No eerati Average Median Average Median Pp t Pe 
Total Incomes of House- Holding — | Holding — |Holding— |Holding—| ~“"°°™ . 
Cases of Total 
holds all all Holders Holders 
Owners Value of 
Households [Households only only F 
Holdings 


ee te) a ee eS oe 
a 
dollars 


Under? $1) 00002. .222 72 22 
$1,000 — 1,999 ........ 156 4.9 


10 250 130 1.3 


$2,000 — 2,999 ........ 261 8.1 10 - 500 250 1.3 - 
$3,000 — 3,999 ........ 418 13.0 300 - 8,850 7,700 5.4 2.6 
$4,000 — 4,999 ........ 615 19.1 320 om 6,210 2,830 12.0 4.1 
$5,000 — 5,999 ........ 512 15.9 660 - 10,560 8,000 12.0 6.9 
$6,000 — 6,999 ........ 291 9.0 PETS, - 31,400 11,680 9.5 16.3 
$7,000 — 7,999 ........ 235 7.3 2,160 = 13,350 6,060 14.2 10.3 
$8,000 — 9,999 ........ 298 9.3 2,710 - 24,720 10,220 12.2 16.4 
$10,000 — 14,999 ........ PPS 7.0 _ 23,230 13,500 29.1 
$15,000 — 25,000 ........ 75 2.3 23,170 13,000 7.6 
OVveris25, 00 Onaercsse-rs 25 0.8 22, 100 16,700 
Uncliassifiedia.cc...s.005 32 1.0 170,000 85,000 0.4 


ALL HOUSEHOLDS ..... 3,216 100.0 


18,360 9,110 100.0 


* Some households may be included in two or more asset classifications. 
** Each cell is out of 100 percent. 


TABLE 52 


CONSUMER SURVEY 


Frequency and Size of Holdings with Drawable Pension Funds by Household*, 
by Total Income, Seven Canadian Cities, 1962 
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Percent 


WITHDRAWABLE PENSION FUNDS 


Percent 


Total Income By huge damielt | -lervaiate, | Motion Lariieae [Medias | pescenerb ase s 
Gases ouseholds of Total 
holds Owning all all Holders Holders Gitnes Value St 
yORTA Households |Households only only ae 
dollars 
Warder $ 1000 %.....00<8s<- W2, ae - _ _ = aS ol me 
$1 000%) 15999 «oas..: 156 4.9 4.5 20 = 430 - 0.7 Om 
$2,000 — 2,999 ........ 261 8.1 8.1 70 = 800 100 2.0 0.7 
S35; 00079 3,999) ©... 418 13.0 17.0 190 —_- 1, 100 540 6.8 Sh 
$4,000 — 4,999 ........ 615 19.1 35.6 540 —_ 1,510 1,310 abel 13.4 
$5,000 — 5,999 ........ 512 15.9 41.7 860 _ 2,070 2,000 20.6 17.9 
$6,000 — 6,999 ........ 291 9.0 36.5 800 = 2,190 2,000 10.2 9.4 
$7,000 — 7,999 ........ DSS TES) 41.3 790 = 1,900 1,500 9.3 Hos 
$8,000 — 9,999 ........ 298 9.3 Ehae) 1,960 220 3,550 2,390 15.9 23.8 
$10,000 — 14,999 ........ 225 7.0 49.0 2,000 - 4,090 2,420 10.6 18.3 
$15,000 — 25,000 ........ Ths BRS) 28.8 1,630 _ 5,660 3,060 Day § 5.0 
Over $25;.000 ceccscectecceces 25 0.8 DAey 1 680 _ 2,730 1,700 0.6 O37; 
RU MCLAS SILTEG ees... adarssenss 32 1.0 _ — - — _ _ ~ 
ALL HOUSEHOLDS.... 3,210 100.0 3253 770 _ 2,380 1,700 | 100.0 if 100.0 
* Some households may be included in two or more asset classifications. 
** Each cell is out of 100 percent. 
TABLE 53 
Frequency and Size of Total Asset Holdings by Households, by Age of Household Head, 
Seven Canadian Cities, 1962 
TOTAL ASSETS 
No. Rercont Percent Average “P Median Average Median Hescant 
Age of of all of 4 : ; > Percent of 
of Holding — | Holding — |Holding — | Holding — 
Household Head Cites House- ousehold all eit Hoidare LHeiders of Total 
holds Owning Owners Value of 
ih Agaees ouseholds| Households only only Fioidings 
ae 
dollars 
Wp to 29 years.............. 446 13.9 96.0 5,980 1,000 6,220 1,020 14.1 4.1 
SO) — 39 years .....2.6.008 916 28.5 94.2 14,730 10,600 15,630 12,090 28..4 20.6 
40 — 49 years ....... 772 24.0 95.0 23,730 15,920 24,990 16,950 24.1 27.9 
50 — 64 years ............. 788 24.5 96.4 29,320 16,420 30,410 17, 130 25.0 35.2 
65 years and over........ 292 9.1 88.8 27,600 14,130 31,090 15,870 8.5 125s. 
ALL HOUSEHOLDS... | 3,216 i 100.0 | 94.7 ee The 250 | 21,570 | 14,010 | 100.0 | 100.0 


* Each cellis out 100 percent. 
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TABLE 54 


Frequency and Size of Holdings of Deposits by Households, by Age of Household Head, 
Seven Canadian Cities, 1962 


DEPOSITS 
Percent Pp t 
fee No. aa Saeee Average Median Average Median eae. oFSe 
Household Head Cc ge House- |r ousehold Holding — | Holding — | Holding — Holding — of Total 
Sece holds Chen ine all all Holders | Holders Owners | Value of 
Aaaous ouseholds|Households only only Holdings 
: iy r ah Sa 
dollars 
Up to 29 years.............- 446 13.9 89.5 630 280 700 300 
30 — 39 Years ........0.6- 916 28.5 90.3 890 380 990 460 
40 — 49 years .............. TEP? 24.0 91.7 1,270 500 1,380 580 
50° — 64 years: <....... 5.0005 788 24.5 90.7 2,040 800 2,250 940 
65 years and over........ Mi 292 9.1 86.3 3,070 1,230 3,550 1,780 
ALL HOUSEHOLDS .... | 3,216 ai 100.0 i 90.3 1,430 500 1,580 580 


* Each cell is out of 100 percent. 


TABLE 55 


Frequency and Size of Holdings of Canada Savings Bonds by Households, 
by Age of Household Head, Seven Canadian Cities, 1962 


ee CANADA SAVINGS BONDS 
Percent Percent : : Percent 
Age of No. of all a Average Median Average Median peredae ee 
Household Head = House=- |Household Holding — | Holding — | Holding — | Holding — of - Total 
Cases holds Soe sine all all Holders Holders Oucere Valoe ar 
|| Roses Hous eholds|Households only only Holdings 
dollars 
Up to 29 years............. 446 13.9 19.2 110 - 570 400 
30) — 39) years is. ..3:.<6-- 916 28.5 25.9 310 - 1,210 350 
40 — 49 years ............. 772 24.0 31.4 420 _ 1,320 620 
50 — 64 years ............-. 788 24.5 3555 1,470 _ 4,140 550 
65 years and over........ 292 9.1 38.0 1,830 — 4,800 1,080 
ALL HOUSEHOLDS. .... 3,216 E 100.0 | 29.8 730 - 2,460 500 


* Each cell is out of 100 percent. 


TABLE 56 


Frequency and Size of Holdings of Other Bonds by Households, 
by Age of Household Head, Seven Canadian Cities, 1962 


OTHER BONDS 
Percent P 
Age of a of all See Average Median Average Median Percent ee 
Household Head Mes Se House- |Household oa at a ridge he Holding — s watal 
holds Owning ig Oisere Teeccrcens Owners | Value of 
noes Households|Households only only 
L 
| dollars 

Up to 29vears e......2:.. 446 13.9 3.8 60 —_ 1,570 

30 E—139 ¥ Cars ccrcr-sressecens 916 28.5 2.8 50 - 1,910 

40 — 49 years................ TTP 24.0 4.1 130 - 3,230 

50) O4syearsy..cpacece 788 24.5 5.4 970 — 17,880 

65 years and over ........ 292 9.1 15.9 2,600 ~ 16,350 

ALL HOUSEHOLDS ..... 3,216 100.0 i 5a 530 10,420 


* Each cell is out of 100 percent, 


TABLE 57 


CONSUMER SURVEY 


Frequency and Size of Holdings of Mortgages or Personal Loans by Households, 
by Age of Household Head, Seven Canadian Cities, 19§2 
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MORTGAGES OR PERSONAL LOANS 


Pp ent 
hee ct a ee rai Average Median Average Median Porsane Meuae 
Household Head She House- Susehoides Holding = Holding = Holding — Holding cam of Total 
ses holds Owning 1 all Holders Holders Owners | Value of 
Asset ouseholds|Households only only Heldines 
dollars 
Uprtor29 years | s....2:...2: 446 13.9 4.1 100 _ 2,430 1,650 9.8 Ded 
SOR—239 Fy Cars. 2.05.05.50nk 916 28.5 4.3 160 - 3,660 2,850 21.5 7.6 
40 — 49 years oo... ee. Tie 24.0 6.3 400 _- 6,260 3,000 26.4 15.9 
50 — 64 years ........e. eee 788 24.5 6.3 1,210 _ 19,280 6,240 26. 7 49.6 
65 years and over.......... 292 9.1 9.8 1,630 = 16,500 8,940 15.6 24.7 
ALL HOUSEHOLDB...... 3,216 100.0 5.8 600 — 10,400 3,960 100.0 100.0 
* Each cell is out of 100 percent. 
TABLE 58 
Frequency and Size of Holdings of Publicly Traded Stock by Households, 
by Age of Household Head, Seven Canadian Cities, 1962 
PUBLICLY TRADED STOCK 
P 
Age of Average Median Average Bercent at 
Household Head Holding — | Holding — | Holding — of Total 
all all Holders Owners Value of 
ouseholds Households only only hi Hoaidings 
dollars 
Up to 29 years.............. 150 _— 1,510 580 10.8 Derk 
DO E— 39 VATS, ....005000c86. 400 - 4,030 910 23.0 11.8 
40 — 49 years ........ 560 - 3,780 1,530 28.8 13.8 
50 — 64 years .........0... 1,730 oo 14,820 2, 860 DSeta 43.7 
65 years and over........ 3,080 —- 16, 120 4,730 14.1 28.7 
ALL HOUSEHOLDS .... 970 = 7,890 1,300 


* Each cell is out of 100 percent. 


TABLE 59 


Frequency and Size of Holdings of Shares in Mutual Funds, Investment Trusts and Clubs 
by Households, by Age of Household Head, Seven Canadian Cities, 1962 


i No. Percent P 


SHARES IN MUTUAL FUNDS, INVESTMENT TRUSTS AND CLUBS 


Age of ofall ie Average Median Average Median Bardbat ara 
Household Head og House- aa 1d Holding — | Holding — |Holding — | Holding — of Total 
Cases holde Pha rn x all all Holders Holders Owners Value of 
| ie 4 ous eholds |Households only only | Holdings 
dollars 
Wp to 29. yeaw4s........css.0. 446 13.9 5.6 30 _ 220 12.0 Shoal 
30 — 39 years .............. 916 28.5 6.7 80 — 330 29.5 15.6 
40 — 49 years ..........0... 772 24.0 16g 130 = 1,340 28.6 22.0) 
50 — 64 years ..,........... 788 24.5 5.9 190 = 790 22.2 31.7 
65 years and over........ 292 9. 1 5.5 440 ~ 5,000 | 7.7 27.5 
ALL HOUSEHOLDS. .... 3, 216 100.0 6.5 150 ~ 810 | 100.0 | 100.0 


* Each cell is out of 100 percent. 
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TABLE 60 


Frequency and Size of Holdings of Equity in Own Business by Households, 
by Age of Household Head, Seven Canadian Cities, 1962 


[ WW EQUITY IN OWN BUSINESS 
] 1% P 
ee Percent Percent Average Median Avermee Median a ebb 
Age of of all of Pir ie nee a Scace ercent ° 
ty of a Holding — | Holding— |Holding—| Holding of Total 
Household Head Cases eee Household all all Motders Holders Prati ¥ > Weiseles 
| baie jae Households only only Holdings 
dollars 
Up to 29 yearS............. 446 13.9 6.9 1,230 — 17, 77:0 4,570 16.4 5.0 
30 — 39 years .............- 916 28.5 4.9 2,620 — 53,540 10,000 23.8 22.0 
AO) ='49 years) f.0:-.--<--.s ae 24.0 6.7 4,310 — 64, 130 10,000 27.6 30.5 
50 — 64 years. ............: 788 24.5 6.3 5,480 = 86,690 40,000 26.5 39.6 
65 years andover.....| 292 | | 91 | 37 1,100 = 30,140 | 2,580 5.7 3.0 
ALL HOUSEHOLDS....| 3,216 100.0 | 5.9 | 3,400 | oe 58,040 | 10,000 100.0 100.0 
* Each cell is out of 100 percent. 
TABLE 61 
Frequency and Size of Holdings of Real Estate by Households, 
by Age of Household Head, Seven Canadian Cities, 1962 
| REAL ESTATE 
Percent 
Age of ve of all oe Average Median Average Median Percent eas 
Household Head Cc 8 Housee- iH ee oholde Holding — | Holding — | Holding — Holding — Be Total 
pied: holds na fa all all Holders | Holders | Oo. crs | Vatue of 
ee Saas a Households only only | Holdings 
dollars | 
Wp tone yiearsinsen i: 446 13.9 PRS) 100 — 4, 330 1,210 3.8 0.9 
SOV SOrV Cars. ceacesceese 916 28.5 6.9 650 — 9,480 5,000 23.6 5 Waa 2? 
AQr— 49) y.CarSera.c.----cs-<s 772 24.0 VY) 1,980 — 15,620 7,470 36.5 3 Lean 
SOl—10. 4. CatSirncs--cetrecs 788 24.5 8.9 2,870 — Sys VAD) 19,670 20. 46.1 
65 years and over ........ 292 9,1 | 8.9 | 1,640 = 18,410 10,000 _| 9.7 9.8 
ALL HOUSEHOLDS .... is 3,216 100.0 8.3 1,530 - 18, 360 9,110 100.0 © 100.0 
* Each cell is out of 100 percent. 
TABLE 62 
Frequency and Size of Holdings of Withdrawable Pension Funds by Households, 
by Age of Household Head, Seven Canadian Cities, 1962 
| WITHDRAWABLE PENSION FUNDS 
Percent 7 
Age of No. of all pias Average Median Average Median aM Ferrets 
Househe Mckiean of House- Holding — | Holding — |Holding —| Holding — Fetcent os 
Cases Households g PENS of Total 
holds Onaine all all Holders Holders re} | vat f 
Aneers ouseholds|Households only only bid ficitiiee 
| r : : 
dollars 
Up to; 29) years... .c-..e1 446 13.9 PAGS 230 - 910 840 10.9 4.1 
30 — 39 yea¥#rs...........000 916 28.5 38.9 660 _ 1,690 1,500 34.3 24.4 
AQ i= 49°VCGIS -ccccesc pases VP 24.0 38.1 980 _ 2,580 2,000 28.4 30.8 
50 =64 Vears). cacs..:s2.055 788 24.5 30.5 1,040 _ 3,410 2,490 Zou SS 5S) 
65 years and over ........ 292 9.1 11.6 _ 5,400 2,330 Sect 7.4 
ALL HOUSEHOLDS al 3,216 100.0 | = 2,380 | 1,700 100.0 2 100.0 


* Each cell is out of 100 percent. 


TABLE 63 


CONSUMER SURVEY 


Relative Frequency and Amount of Debt, and Characteristics of Households, 
by Type of Debt and Lender, Seven Canadian Cities, 1962 
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Average Per Household 


Percent 
of i re 
Type of Loan and Lender Total ebt to 
House- roan oa SS eas ee Members Bier 
holds Ratio 
$ $ $ No. Years 
Mortgages 
Owner occupied Dwellings............ 34.4 7,969 24,620 PHP? LedO2 3.9 43 
Recreational Residences .............. 0.5 2,124 22,933 33.8 10,766 4.7 42 
Other; Property).cice....c cnc eteeetee cscs 3.0 10,910 65,656 21.6 9,970 4.1 47 
BIO) TVA TOM Sere soci ccece cae sockt eoios ttt cccks 35.8 8,610 25,388 DTK A 7,736 39) 44 
Instalment Loans 
ES INKS Grane Ch ccs oes Sahc cuore nee RN edoloo ves 9.5 974 12,405 8558 Ligh Son 40 
Finance or Small Loan Co. .......... 1Sn2 802 4,336 42.8 5,302 SH M/ 38 
Credit Union or Caisse Pop. ........ 3.0 765 11,102 36.2 6, 176 4.0 40 
INGIVIGUALS Poet eee, 1.0 637 688 68.0 4,098 325 34 
(COU NESEY ged nr A SO aa ea 11.6 407 7,878 30.9 5,398 3.9 39 
OTRAS ee caaoeecossauc eee ati ech eeteess SHS / 866 8, 158 35.3 5,931 3:7 40 
Other Loans 
MS ALCS Bee ee Naser e her tac scott tee estes corte noen ans 0.4 1, 156 38,305 13.6 11, 108 2.5 40 
Finance or Small Loan Co. .......... 6.8 1,954 PALA [Pd 26.5 8,535 4.3 42 
| Credit Union or Caisse Pop. ......... 0.9 540 5,615 Siez DS OiEe 5.0 41 
| CO=OPEALLV.ESia.checsccccteceissteicsiese sbte 11 1,119 6,960 21.6 5,476 3.8 45 
| Life Insurance Companies ............ 0.1 10 26,690 — 6,000 3.0 57 
| Balances owed to Brokers ............ 0.2 199 3,761 63.1 6,501 6.0 40 
| tyeas Vind Ua LS cree ty these hoseecenccecctveceness 4.9 205 4,639 36. 1 4,033 4.3 41 
| Doctors, Dentists, Hospitals........ 12 508 7,957 25.0 4,307 3:0 44 
Others enders secs ec insce nse Seal 1,992 16,084 38.4 7,100 4.0 40 
: NORE MEY is Ge 3 Bl ioe ee 16.2 1,448 16,444 28.5 6,537 4.1 42 
SATE ACCOUNTS) .5..1.cccsrcdebausiaieb oss secess 56.8 eS 22,204 17.9 6,958 3.5 43 
Pee OU SE HOM SE foc. creas sok osce 100.0 3,591 16,830 17.6 5,910 3.4 45 


* Not available 
** Includes non-debtors. 
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TABLE 64 


Average Market Value of House and Average Mortgage Debt for Households 
with Owner-Occupied Houses, by Total Mortgage Debt, 
Seven Canadian Cities, 1962 


Average Ratio of Average 

No. Percent Average Market Mortgage Debt to 

Total Mortgage Debt of of Home Mortgage Value Average Market 

Case SESE L peut of House Value of House 

; percent dollars percent 
No mortgage debt ........:::cccceseeesesererseceeeerssscenerereeeseeuees 654 36.0 _ 16,639 — 
Under $2,000 .........c:sscssscreccrscersrsverersrenaeceveeserseereccnasesens By 2.8 1,128 AS LES Thos 
$2,000 — 3,999 ....ccrerercrecsserecsreressrarererercrsrenensnesenerers 130 oP 3,011 155775 19.1 
$4,000 — 5,999 .....cseserererererereraccreverereserarereneccrorecererecs 203 ley 5,009 15,703 31.9 
$6,000 — 7,999 .....2ccccresernveverecerereroreconrscscverancconercncrere 226 1255 6,959 7p 2M 40.2 
$8,000 — 9,999 .......ccercrcccrerererersssrnnssceerarerereresssarcrssens 194 10.7 8,959 17,946 49.9 
$10,000 — 11,999 ........0..ccccsccrorersressrsnerensrerseenrrernsererceces 186 10.2 10,907 21,919 49.8 
$12,000 — 14,999 .............cererereserccercrenerevercrersrersessoccrore 130 Tew 13,280 22,508 59.0 
$15,000 — 19,999 .......cccccrerererssererereceneresereceserersesearccenens 35 1.9 17,099 31,729 53.9 
Over $20, 000............--ssssesereserenereverecorscasenenaconerevecesererers 8 0.4 21,962 37,750 58.2 
, 4 ic f 
ALL HOUSEHOLDSG.........ccccccceeneereceeenerereceseeraranenccesees 1,815 L 100.0 | WAS uh 18,001 28.5 
TABLE 65 


Frequency of Mortgage Debt on Owner-Occupied Housing Units, by Priority of Debt 
and Type of Lender, by Total Income, Seven Canadian Cities, 1962 


| Owners with Mortgage 
Oo f Type of Mortgagee 
Total Income pee ie First Mortgage Second Mortgage 
ponies F Bai, | omer | aris | aotar | Jats | omer [Uasteg"| rota 
1 
percent 
Waders $1,000) “oe ee ee 20 | 16.7 | 100.0 | — Se awyiee = & e a 
S15 000 el, 9990 ience cree ccesceenasccors 41 16.7 50.0 50.0 _ 100.0 _ - —— - 
$2,000 = -2;999 0 oon. .sccessecsesverese 66 23.0 44.7 44.7 10.5 100.0 - - - - 
$3,000 5 3990 Fi cacerccctescsustecsestee 166 58.2 DNA 78.9 - 100.0 57.6 13.6 28.8 100.0 
S45 OOO — 1 4,999 es ccessdescsccsncr erences 234 63.7 34.2 63.5 2.3 100.0 53.6 39.2 the? 100.0 
RISO) a EBC eatecesnocoansncadousasncbs 237 65.0 13.1 | 74.8 a) 3 100.0 | 50.0 42.9 7.1% 100.0 
$6,000 = 6,999 iin. cosscceccsoscsesen cae 255 (PS SY) | “7/70 14.7 100.0 | 53.1 23.6 23.3 100.0 
$7,000 = (75.999). 5 ..2.c00screncsecosesccees 191] 67.4 TSR Ook: 7.8 100.0 | 76.9 23.1 - 100.0 
SSORUU) oy SHORE ee oonnasesacciocadsbocons 297) 71.8 8.1 | 86.3 535 100.0 | 48.3 10.3 100.0 
$105,000) —S145999 wirc crsecesseccnessses ase 205 Tiles 26.0 | 65.0 9.0 100.0 | 59.0 100.0 
SE55000 255 000 Nreccr ccc ceceseseaveccss 80 71.9 11.4 tit oP? 11.4 100.0 24.2 100.0 
Over. $25; 00 On crews ssscesssestrerseeeetvosts PA 69.5 _ 76.7 PISS, 8 100.0 _ - 


Wnclassified in cc.cs-com tenis es 42 | 47.6 8.1 | 49.5 42.4 100.0 | 50.0 
ALT HOUSEHOLDS Girccciscsesesstezene 1,815 | 64.0 Aad Ae: 8.8 100.0 | 54.7 
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TABLE 66 
Selected Characteristics of Households Currently Owing Non-Mortgage Debt’, 
by Type of Lender, and Selected Characteristics of Households Without Non-Mortgage Debt, ** 
Seven Canadian Cities, 1962 
CHARACTERISTIC 
Average per Household 
No. Annual 
Debtors of Average Total Instalment 
Cases Debt Net Debt/ Payments/| Mem- | Age of 
Family | Finan- Worth Total : Average bers Head 
Dwellings| cial Assets aoraa eee rotal 
| bution Income 
No. 
dollars Bice percent 
Type of Lender: 
Finance Company 
(or small loan 
COMPANY)... .ceseicsess 626 | 1,230 8,871 | 8,807 | 17,678 | 12,259 | 30.7 
Credit Union or 
Caisse Populaire 124 715 | 10,876 | 4,622)|15,498| 9,874] 36.2 
Co-operative.......... 36 | 1,119 6,285 2,590 | 8,875 | 6,960] 21.3 
Life Insurance 
Company %..0205.2: 19 | 1,461 | 19,794 |20,571 | 40,365 | 32,144} 20.3 
Chartered Bank .... 317 982 | 12,287 | 7,841 | 20,128 | 13,443 | 33.2 
ANGIE GU Al, jr-5..cncnces 31 637 1,438 714} 2,152 688 | 68.3 
DUES eR rernon eee Ie 590 612 UsPH(D \\ COBDS ee! || WAGONS || SES 
=‘ Unclassified.......... 21 785 | 13,776 | 9,182 | 22,957 115,805 | 31.8 
; NON-DEBTORS** | 1,858 - 10,406 |13,935 | 24,341 | 21,733 - 
_ * Some households may be included in two or more classifications. 
oe These households may have charge accounts. 
TABLE 67 


Characteristics of Households Which Obtained Bank Loans in 1961, 
by Purpose of Loan, Seven Canadian Cities, 1962. 


Average per Household 


Total Income 
Pp No. of Percent | 
rene Cases | of Total Wife’s | Members | Age of 
Contri- No. Head 
bution 
dollars percent 
To buy type of assets used as 
BmCOM ALOE ALi. cae caxsesossees se shceePe waones + ae 39 14.5 | 72,800 | 11,362 | 61,439 9.5 4 43 
ONO ULYSSES 1 Pie oat URE alae Ree 231 85.8 | 26,502 6,184 | 20,317 5.8 4 44 
| SSE Be eee 2a en 1 0.4 | 37,045 4,200 | 32,845 ~ 4 25 
ail, BORROWERS .......i0c100ds0ce00r 270 100.0 | 33,217 26,338 6.3 F a 44 
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TABLE 68 


ROYAL COMMISSION ON BANKING AND FINANCE 


Frequency and Size of Total Debt of Households* by Amount 
of Net Worth, Seven Canadian Cities, 1962 


| TOTAL DEBT 
No. Feats | Percent Average Median Average Median Percent Percent 
Net Worth of Houses House- Debt — Debt — Debt — Debt — of ° 
Cases holds holds all all Debtors Debtors Total Total 
with House- Sele only only Debtors Debt 
Debt** holds hie 
olds 
} 4 fa = mano 
ale dollars 

—$500 Or MOFre.........-00.0+ 134 4.2 97.4 1,400 1,230 1,440 1,250 6.7 1.6 
= $1 to1—$500) Se sceeee nase 149 4.6 100.0 820 230 820 230 Tod Tor 

OPA erec socom toc eon 96 3.0 — —- - - - _ 
$1 — O99. eases 490 Nes 34.3 420 —_ 1, 230 320 8. 7 1.8 
$1,000 — 4,499 .......... 507 15.8 48.2 1,870 _ 3,880 790 12.6 8.2 
$4,500 — 7,499.......... 335 10.4 79.0 6,110 5,290 7,740 8,270 1337 17.8 
$7,500 — 9,999 .......... 180 5.6 78.9 5, 160 5,630 6,550 7,140 ips: 8.0 
$10,000 — 14,999.......... 392 WD, TQ 5,050 4,630 6,950 6,490 14.7 17.1 
$15,000 — 24,999.......... 491 15.3 65.0 4,540 1, 140 6, 980 6,720 16.5 19.3 
$25,000 — 49,999 .......... 249 Wali 49.8 4,980 — 10,000 9,430 6.4 10.7 
$50,000 or more mee 193 | 6.0 | 56.4 ia 8,600 3,050 15,250 4 10,690 5.6 14.4 
ALL HOUSEHOLDBG...... 3,216 | 100.0 60. 2 3,590 390 5,970 4,410 ih 100.0 100.0 


* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 


TABLE 69 


Frequency and Size of Mortgage Debt on Owner-Occupied Houses* of Households*, 
by Amount of Net Worth, Seven Canadian Cities, 1962 


ne | MORTGAGE DEBT — OWNER-OCCUPIED HOUSE 
No. ois pees | Average Medi 
Net Worth eile Hades oe Debt ge Dee Sv tete Medion Pergest Perce’ 
holds holds ciple efak e Debtors Debtors Total Total 
powers holds hofde oy, ip paly, Deltors Debt 
es | dollars —_——= 
=$500 OrimoOreles. sess 134 4.2 = —_ = — = _ - 
=p 1 to —S$500Nescnccece.-se 149 4.6 4.8 410 - 8,600 3,000 0.6 Ow 
O ccsesecaeetensceeesers 96 3.0 - - - _ - - — 
$1— 999 ........ 490 15.2 Disoe 240 - 11,070 10,350 1.0 ES 
$1,000 — 4,499 ........ 507 15.8 15.9 1,490 _ 9,410 9, 260 das 8.6 
$4,500 — 7,499 ........ 335 10.4 65.1 5,470 5,100 8,400 8,920 19.7 20.8 
$7,500 — 9,999 ........ 180 5.6 68.7 4,710 5,150 6,850 6,900 1K, 9.6 
$10,000 — 14,999 ........ 392 1252 63.4 4,430 3,990 6,990 6,750 2255 19.7 
$15,000 — 24,999 ........ 491 15.3 47.4 3,710 - 7,820 7,640 21.0 20.6 
$25,000 — 49,999 ........ 249 Tel 43.9 3,870 - 8,830 8,550 9.9 10.9 
$50,000 or more............ 193 6.0 39.0 3,500 - 8,980 7,180 6.8 Vet 
ALL HOUSEHOLDS .... S72 16 | 100.0 | 34.4 2,740 _ 7,970 a 690 | 100.0 ak 100.0 


* Some households may be included in two or more debt classifications, 
** Each cell is out of 100 percent. 
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TABLE 70 
Frequency and Size of Total Mortgage Debt of Households*, 
by Amount of Net Worth, Seven Canadian Cities, 1962 
TOTAL MORTGAGE DEBT 
No Percent Percent auueee.: ere. 
Net Worth of” Pitce~ 4] Miocce- ot Debt — ul, Dept — ge nerce® Metter i cere inom 
vases holds noise Thee pe Debtors Debtors Total Total 
Debt** holds holds only only Deriore 2 60E 
4 | | 
dollars 
—$500 or more .............. 134 4.2 = = cs = as = ies 
EF etO)—SSOO ir tetsncccogsses 149 4.6 4.8 410 - 8,600 3,000 0.6 0.6 
Ore eee ts wcseo pens 96 3.0 - — — = = =. = 
$1 — O99 F ccateess 490 152 Ie?) 240 _ 11,070 10,350 0.9 1B 
$1,000 — 4,499.......... 507 15.8 16.3 1,530 _ 9,380 9,260 dse2 7.8 
$4,500 — 7,499.......... 335 10. 4 65.4 5,480 5, 100 8,370 8,900 19.1 18.5 
$7,500 — 9,999.......... 180 5.6 69.8 4,810 5,410 6, 880 6,900 10.9 8.7 
$10,000 — 14,999.......... 392 1252 65.5 4,640 4,000 7,080 6,730 2255 18.3 
$15,000 — 24,999.......... 491 15.3 49.8 3,970 = 7,970 7,390 2VE2 19.7 
$25,000 — 49,999.......... 249 the FE 44.7 4,390 - 9,820 9,070 9.7 a0: 
$50,000 or more ............ 193 6.0 48.4 7,260 = 15,010 10, 190 8.1 14.1 
ALL HOUSEHOLDS ..... 3,216 100.0 35.8 | 3,080 — 8,610 7,860 100.0 100.0 
* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent, 
| 
TABLE 71 
| Frequency and Size of Instalment Debt of Households*, 
| by Amount of Net Worth, Seven Canadian Cities, 1962 
| ii) INSTALMENT DEBT 
| No ain | Percent Average | Media 
7 9 f ver n A Medi P t ie t 
Net Worth ee House- House- Debt =a ebt et yaseee neo atcee ale 
olds Wivdaes Megane Debtors Debtors Total Total 
Pitre holds noids only only Debtors Debt 
| | ‘i dollars 
| —$500 or more .............. 134 4.2 90.6 1, 180 1,110 1,300 1, 200 11.9 17.9 
=o 1-to —$500 %..2:.....0.2.. 149 4.6 78.6 360 190 460 260 bits 6.1 
Oeie See Seek eotes 96 3.0 - - =_ = = == = 
$1 — 999%... cchss 490 1522 27.4 160 —- 570 370 1322 8.6 
$1,000 — 4,499.......... 507 15.8 36.0 230 _ 630 430 18.0 13s 
ms4,500 — 7,499.......... 335 10.4 39.2 350 _ 900 740 12.9 13.4 
| $7,500 — 9,999.......... 180 5.6 25.0 230 =- 940 500 4.4 4.8 
$10,000 — 14,999.......... 392 12°52 29.0 240 —_ 830 620 ey 10.7 
| $15,000 — 24,999.......... 491 15.3 23.0 190 _ 810 620 neat 10.4 
$25,000 — 49,999.......... 249 “Bed 16.6 190 - 1,110 710 4.1 5.2 
$50,000 or more ............ 193 6.0 9.5 450 _ 4,710 1,440 1.8 9.8 
_ALL HOUSEHOLDS .... cor 100.0 SUGHf 270 - | 870 if 570 100.0 100.0 


* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 
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TABLE 72 


Frequency and Size of Other Debt of Households*, 


by Amount of Net Worth, Seven Canadian Cities, 1962 


| 


| 


OTHER DEBT 


Percent Percent : 
No. A Median A Media Percent Percent 
Net Worth or hye all  Vgect,. | ibetee | Debt [2peore | ebebe— | meommiMmeatas 
Cases holds holds all all Debtors Debtors Total otal 
with House- House- only only Debtors Debt 
Debt** | holds holds 
a! 4+ 
[Re + dollars ae 
10. 3.9 
—$500 or more................ 134 4.2 40.0 220 - 550 ays : y 7 
SOE GY SATU) A orceepscerccnod 149 4.6 DST 50 - 190 > ; 
OR iiestosesrccereesesce 96 3.0 - - - _ —- ; 2 : 4 
$1 — O99 re sceness 490 W359 10.5 20 - 210 6 ee : aA 
$1,000 — 4,499.......... 507 15.8 14.8 120 - 800 md obit fe 
$4,500 — 7,499.......... 335 10.4 17.4 290 _ 1,640 3 mS a 
$7,500 — 9,999 .......... 180 5.6 18.5 120 _ 670 310 ie ae 
$10,000 — 14,999 .......... 392 12:2 14.4 170 - 1,180 820 a sae 
$15,000 — 24,999 .......... 491 15.3 Wat 380 - 2,150 1,300 a pk : 
$25,000 — 49,999.......... 249 Ucstl 14.5 410 —- 2,810 1,980 : e 
$50,000 or more ............. 193 6.0 15.3 890 _ 5,810 2,500 5o7 Ne 
ALL HOUSEHOLDBG...... 3,216 100.0 16.2 230 _ 1,450 500 100.0 100.0 
* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 
TABLE 73 
Frequency and Size of Total Debt of Households*, 
by Total Income, Seven Canadian Cities, 1962 
TOTAL DEBT 
Percent Percent . 
No. of all of Average Median Average Median Percent Percent 
Total Income of Houses House- Debt — Debt — Debt — Hes o of 
Cases holds holds all House- | Debtors | Debtors Total Total 
with House- holds only only Debtors Debt 
Debt** kt holds 
dollars 
Under $15 000..-............ UP DP 16.2 280 _ 1,730 350 
$1,000 — 1,999........ 156 4.9 40.9 380 ~ 930 550 
$2,000 — 2,999........ 261 8.1 51.0 770 20 1,510 590 
$3,000 — 3,999........ 418 13.0 52.9 1,800 90 3,400 1,030 
$4,000 — 4,999 615 19.1 57.0 1,750 130 3,080 1,280 
$5,000 — 5,999........ 512 15.9 5200 2,540 90 4,840 2,420 
$6,000 — 6,999........ 291 9.0 77.0 6,370 5,940 8,280 7,420 
$7,000 — 7,999........ 235 Toe UESY 6, 190 5,610 8,460 9,060 
$8,000 — 9,999........ 298 9.3 76.3 6, 140 5,210 8,050 7,240 
$10,000 — 14,999........ DH 7.0 80.2 8,050 7,630 10,040 8,830 
$15,000 — 25,000........ 75 213 69.3 9,900 7,580 14, 280 12,720 
Overs$25; 000M crcccr--e AAS 0.8 60. 7 9,750 2,850 16,060 9,190 
Unelassifiedir.. 32 1.0 47.4 5,920 — 12,490 4,730 
ALL HOUSEHOLDS.... 3,216 100.0 60.2 i‘ 3,590 390 5,970 4,410 


* Some households may be included in two or more debt classifications, 
** Each cell is out of 100 percent, 
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TABLE 74 
Frequency and Size of Mortgage Debt on Owner-Occupied Houses, of Households, 
by Total Income, Seven Canadian Cities, 1962 
MORTGAGE DEBT — OWNER-OCCUPIED HOUSES 
Percent Percent 
No. A Med ; 
Total Income of Woe ‘pa Dette ete Average ocean Percent mstcent 
Cases holds holds H su H all Debtors Debtors Total Total 
Suber Reidel netder only only Debtors Debt 
dollars + 
Wndert$15000).. ...2....+05. 72 Da2 5.0 250 - 5,000 2,500 0.3 0.2 
1, 000)—sml-999 156 4.9 4.6 150 — 3, 260 2,840 0.6 0.3 
$2,000 — 2,999 ........ 261 8.1 6.2 440 a 7,150 5, 250 1.5 15.8} 
$3,000) —'43,999' ........ 418 13.0 PPL 1,540 _ 6,760 5,570 8.6 ers 
$4,000 — 4,999 ........ 615 19.1 21.8 1,340 -_ 6, 120 5,400 DAN 9.3 
$5,000 — 5,999 ........ 512 15.9 27.6 2,110 _ 7,630 7,910 12.8 BAY, 
$6,000 — 6,999 ........ 291 9.0 61.6 4,830 4,770 7,840 7,820 16.2 15.9 
$7,000 17,9908. See. 235 7.3 58.0 5,130 4,140 8,850 9,180 WAS) NSS Fe 
$8,000 — 9,999 ........ 298 9.3 60.6 4,960 4,560 8,190 8,330 16.3 16.8 
$10,000 — 14,999 ......... 225 7.0 63.5 5,660 5, 880 8,910 7,570 12.9 14.5 
$15,000 — 25,000 ........ 75 PAS) 59.5 6,480 2,500 10,890 12,000 4.0 5.5 
Over $25,000 ...0<.c0c00es00e 25 0.8 56.8 6,870 2,780 12, 100 10,000 1.3 2.0 
Unclassified .............<. 32 1.0 33.3 2,860 _ 8,610 5,080 1.0 1.0 
_ALL HOUSEHOLDS .... 3,216 100.0 34.4 2,740 ~ 7,970 7,690 100.0 | 100.0 
__ * Some households may be included in two or more debt classifications. 
_** Each cell is out of 100 percent. 
| TABLE 75 
Frequency and Size of Total Mortgage Debt of Households‘, 
by Total Income, Seven Canadian Cities, 1962 
) TOTAL MORTGAGE DEBT 
Percent Percent - Tin 
Total Income mee asic: Wiech! |Miseee™: |"Dene 2 llpayareee | Mages || Pergent || Percan 
Cases holds holds all all Debtors Debtors Total Total 
hee eure. poaace only only Debtors Debt 
| “| dollars 
| Under $1,000 .............. 72 2.2 5,000 2,500 0.3 02 
o1,000 — 1,999 ........ 156 4.9 3, 260 2, 840 0.6 0.2 
52,000 — 2,999 ........ 261 8.1 7,150 5,250 1.4 ee, 
5500079 3;,999)..-a05- 418 13.0 6,770 5,570 8.2 6.5 
$4,000 — 4,999 ........ 615 19.1 5,990 5,160 12.3 8.5 
1 $5,000 — 5,999 ......... 512 15.9 7,760 7,910 12.3 11.1 
| $6,000 — 6,999 ........ 291 9.0 9,050 8,050 16.3 Died 
$7,000 — 7,999 ........ 235 Moss 9,100 9, 180 12.6 SS 
| $8,000 — 9,999 ........ 298 9.3 8,660 8,440 15.8 15.9 
$10,000 — 14,999 ........ 225 7.0 10, 190 8,000 13.8 16.3 
ie25,000 — 25,000 ........ 75 2:3 12,480 12,000 4.1 6.0 
VOver $25,000 ................ 25 0.8 12,520 10,000 1.2 1.8 
Miaclassified ................ 32 1.0 16,190 | 5,670 1.0 1.9 
ALL HOUSEHOLDS .... 3,216 100.0 8,610 7,860 100.0 100.0 


* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 
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TABLE 76 


Frequency and Size of Instalment Debt of Household’, 
by Total Income, Seven Canadian Cities, 1962 


7 


INSTALMENT DEBT 
Percent Percent r : i 
No of all of Average pees Average Median Percent Posten 
na cath, | Houge- | House- | PSL” | Ph” | péslore | Bebtore | Tote: | Total 
fa with, House- House- only only Debtors Debt 
# holds holds 
| Debt 
dollars 
Under’ $1,000 nc..-<.-00- he? Deen, 1.4 - - 230 120 0.1 F 
$1,000 — 1,999......... 156 4.9 27.3 130 _ 470 210 4.2 3 
$2 OOO R259 99 revse 261 8.1 33.9 240 _ 720 450 8.7 US? 
$3,000 — 3,999 418 13.0 28.1 160 _ 570 380 a tS ass 7.6 
$4,000 — 4,999........ 615 19. 1 38.7 320 _ 820 600 23.4 22.0 
$5,000 — 5,999........ Bile 15.9 26. 4 200 — 770 560 DERE! 11.9 
$6,000 — 6,999........ 291 9.0 SWGe/ 360 - 940 840 10.8 015 B7/ 
$7,000 — 7,999........ 235 les 30.3 170 _ 560 410 7.0 4.5 
$8,000 — 9,999........ 298 9.3 36.9 400 _ 1,090 870 10.8 156 
$10,000 — 14,999 ........ 225 7.0 34.9 360 -- 1,020 590 Hei 9.1 
$15,000 — 25,000........ 75 Dies 24.1 1,050 _ 4,350 1,420 1.8 8.9 
Over $25,000.............05 25 0.8 weak 390 _ 5,500 2,750 0.2 Lee 
Unclassified'...............- 32 1.0 Dox i 20 i! - 100 50 0.7 0. 1 
ALL HOUSEHOLDS.... 3,216 100.0 31.7 270 I — 870 570 100.0 100.0 
* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 
TABLE 77 
Frequency and Size of Other Debt of Households*, 
by Total Income, Seven Canadian Cities, 1962 
2 OTHER DEBT 
P t ee t 
Aehpn aye eaten 5 ie | lags roe Average medias POICERS Percent 
. or eee Ceaser HMueiaer lueneias, all all Debts. | Debtoest meeeead Total 
with House- House- only only Debtors Debt 
Debt ** holds holds 4 
| dollars 
Under $1, 000)c-....ssc6-- 109 Dep: 9.8 30 —- 280 20 14 0.3 
$1,000 — 1,999 ........ 156 4.9 18.2 100 - 570 210 Gy PEP 
$2, 0007 — 5 25.999) 7h. .n:: 261 Sa 16.4 90 - 530 390 8.2 3.0 
$3,000 — 3,999 ........ 418 13.0 17.0 100 - 590 270 MSY 5.6 
$4,000 — 4,999 ........ 615 19.1 11.8 60 - 520 140 14.0 5.0 
$5,000 — 5,999 ......... S12 15.9 14.9 200 - 1,310 290 14.7 il NS: 
$6,000 — 6,999 ........ 291 9.0 20.3 180 - 910 430 11.4 Ye: 
$7,000 — 7,999 ........ 235 Us 2263 390 — 1,750 1,010 10. 1 ORY? 
$8,000 — 9,999 ........ 298 9.3 13.2 460 - 3,460 1,530 7.5 18. 1 
$10,000 — 14,999 ........ 225 7.0 18.1 540 - 2,960 2,040 7.9 16.0 
$15,000 — 25,000 ........ 75 IXS) 30.9 960 =~ 3,110 2,310 4.5 9.6 
Over, $25,000K.c.csssesescee 25 0.8 18.2 2,260 _ 12,420 4,710 0.9 7.6 
Unclassifiiedirce<s.cctee 32 1.0 5.5 10 a 100 50 0.3 = 
ALL HOUSEHOLDS .... 3,216 100.0 [ 16.2 230 | ~ 1,450 500 100.0 100.0 


* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 


TABLE 78 


Frequency and Size of Total Debt of Households‘, 
by Age of Household Head, Seven Canadian Cities, 1962 
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> I) ] 
TOTAL DEBT 
~ 
Percent Percent ] 
Age of No. f all A Medi 
Household Head =| 6,0, | House- | House. | Deoe= | Dent = | Avsrese | Median | Percent | Percent 
olds holds fehiek ihcie. Debtors Debtors Total Total 
[ | Deuce Pitas Welds only only Debtors Debt 
i: dollars 
Wp t0-29 years .......0.c0. 446 13.9 63.3 1,950 240 3,080 810 14.6 Tes 
BOn— SO Yass .....cccccnere 916 28.5 71.8 4,660 1,310 6,500 6,070 34.0 37.0 
40 — 49 years ............. ihe/P? 24.0 68.2 4,860 1,790 7,120 5,910 Qe 2 S25 
50 — 64 years. ............... 788 24.5 50. 2 3,050 10 6,070 3,240 20.4 20.8 
65 years and over........ 292 9.1 24.8 860 — 3,450 2,400 Sel, 202 
ALL HOUSEHOLDS .... 3,216 100.0 60. 2 3,590 390 5,970 4,410 100.0 |__ 100.0 


* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 


TABLE 79 


Frequency and Size of Mortgage Debt on Owner-Occupied Houses of Households*, 
by Age of Household Head, Seven Canadian Cities, 1962 


MORTGAGE DEBT — OWNER-OCCUPIED HOUSES 
Percent P t ; | 
Age of ae of all Ser Average Median Average Median Percent Percent 
Household Head c S House- House- Debt — Debt — Debu= Debt = oF aE 
tse holds holds open RE Debtors Debtors Total Total 
oe holds holds only only Debtors Debt 
dollars 
Wprto. 29 years. &.......:.... 446 13.9 15.6 1,290 —_— 8,230 8,850 6.3 6.5 
S0m— 39 years £.%.......... 916 28.5 44.7 3,880 _ 8,670 8,680 SHI 40.3 
40 — 49 years oo... Th 2 24.0 47.5 3,830 _— 8,070 7,850 33.2 33.6 
50 — 64 years ...00......... 788 24.5 27.0 1,940 - 7,190 6,540 19,3 17.4 
65 years and over........ 292 9.1 15.9 670 — 4,220 2,980 4.2 ae 
ALL HOUSEHOLDS Se 3,216 | 100.0 34.4 | 2,740 —_ 7,970 7,690 100.0 | 100.0 


* Some households may be included in two or more debt classifications. 


** Each cell is out of 100 percent. 
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TABLE 80 


Frequency and Size of Total Mortgage Debt of Households*, 


by Age of Household Head, Seven Canadian Cities, 1962 


TOTAL MORTGAGE DEBT 
Percent Percent : 
Age of No. of all of Average Median Average Median Percent Percent 
Household Head of House- House- Debt — Debt — Debt — Debt — of of 
Cases holds holds all all Debtors Debtors Total Total 
with House- House- only only Debtors Debt 
Debt** holds holds ik 
| dollars 

Up to 29 years.............. 446 13.9 16. 1 1,300 - 8,100 8,580 (oe 2 5.9 
30 — 39 years ............... 916 28.5 45.8 4,070 = 8,870 8,690 36.5 37.6 
AQi—.49) y.earsi:..-.-.2.5-- 772 24.0 49.3 4,350 — 8,830 7,970 Souk 33.9 
SOu— 64 V.earsiecccccseness 788 24.5 29.0 2,580 - 8,890 6,860 19.9 20.5 

65 years and over........ 292 9.1 L lyieal 730 —- 4,280 2,920 4.4 

ALL HOUSEHOLDS | 3,216 = 100.0 35.5 iF 3,080 - 8,610 7,860 100.0 


* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 


TABLE 81 


Frequency and Size of Instalment Debt of Households’, 
By Age of Household Head, Seven Canadian Cities, 1962 


INSTALMENT DEBT 
Ke : No Brest Percent x ie 
: Medi 
Houschsid Head | cof, | House- | Houee- | Debt | Debt | Desc | Deot= | vor | Teor” 
holds holds 7 all 7 all Debtors Debtors Total Total 
one Raids! OU ee only Debtors Debt 
1 
Up) to)29) yearsrne..c-.-. 446 13.9 45.9 330 
30) =139 yearsien....cc.. 916 28.5 42.6 330 
40-49 years 1.%.....scs00 TefD? 24.0 30.9 270 
50 — 64 years on......0.00s 788 24.5 20.6 240 
65 years and over ........ 292 | 9.1 You 50 — 610 
ALL HOUSEHOLDS .... 3,216 100.0 S35 7/ l 270 7 — | 870 


* Some households may be included in two or more debt classifications. 
** Each cell is out of 100 percent. 
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TABLE 82 


Frequency and Size of Other Debt of Households*, 
by Age of Household Head, Seven Canadian Cities, 1962 


OTHER DEBT 


percent 
No income or nega- 
tive income with 
amortization 
DIAVMONUS iG... sccsseres<.s = — = ae ae 
No amortization 
MPAY MENS ...........0000 51.5] 57.5} 31.8] 36.4] 32.6 
Up to 4.99% ........66. 5.0 3.2 Sal 3.4 9.3 
De) 9.99%....08ss000 8.7 8.2} 10.5} 10.9} 14.4 
10 — 14.99%............ 10.2 9541758 22.9)" 27.3 
15 — 19.99%.......... Sa2aleel 1.9) elGs2) ell. 7.9 
20 — 24.99%.........4.. 4.7 4.3 8.0 9.7 4.2 
25 — 29.99%..........+. 4.9 1.8 EST 2.9 302, 
30 — 39.99%.........0.- 4.2 255 1.6 175 - 
40 — 49.99%............ 0.8 0.6 1.1 - 1.1 
50% and over .......... 1.8 0.6 1.6 0.7 - 
NOW OA OR ne ere 100.0 | 100.0} 100.0] 100.0} 100.0 
dollars 
Average payment... 6 106| 215 253 398 367| 788 TAS) LS 
Median payment...... - — - = _ - 667 757| 720 
Average payment — 
payers only ........ 108 373)| 0938 635 821 865| 1,156] 1,128] 1,061 
Median payment — 
payers only ....... 118 192| 477 624 693 828| 1,008] 1,00 | 1,020 


Percent | Percent 
No. : 
H oes 1a Head of Hautes of ipo te Det a Shee wi De ce re Berce ‘s Bere mt 
Cases holds House- all all 3 pe ° ° 
holds Houses Houses ebtors ebtors Total Total 
with holds holda only only Debtors Debt 
Debt ** thee | allt ae 
dollars 

MU PRCO! 29 Vears \....5..0.50. 446 13.9 18.3 260 — 1,400 230 1557 15.2 
30 — 39 years .............. 916 28.5 17.0 270 - 1,600 500 30.0 33.2 
40 — 49 years ..... 772 24.0 20.8 240 —_ 1,140 560 30.8 24.2 
DO — 64 years :........... 788 24.5 13.0 230 - 1,800 570 19.7 24.5 
65 years and over........ 292 9, 1 6.7 80 - 1,120 380 3.8 2.9 
ALL HOUSEHOLDS .... 3,216 100.0 16.2 230 - 1,450 500 100.0 100.0 


* Some households may be included in two or more debt classifications, 
** Each cell is out of 100 percent, 


TABLE 83 


Distribution of Households Within Income Classes, by Ratio of Annual Debt 
Amortization Payments* to Total Income, Seven Canadian Cities, 1962 


TOTAL INCOME (in dollars) 
Ratio of Annual 


Debt Amortization ** Un- All 
Payments to Total | Under 1,000 -|2,000 -|3,000-/4,000 - |5,000 -| 6,000 -|7,000 -/8,000 = |10,000-/15,000-| Over eigagiilisnes. 
Income Bool diets 12229 Gig?” 458999 6.899" 17,9997 19,999 FS ee tledes bale 


* Includes mortgage payments. 
** Includes zero or negative incomes. 
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TABLE 84 


Distribution of Households Within Age Groups, 
by Ratio of Annual Debt Amortization Payments* to Total Income, 
Seven Canadian Cities, 1962 


Ratio of Annual AGE OF HOUSEHOLD HEAD 


Debt Amortization 
Payments to Total 29 years 30 — 39 40 — 49 | 50 — 64 65 years All 
Income and under years years years and over Households 
percent 
No income or negative income 
with amortization payments........... _ iat 1.6 3.8 1.6 
No amortization payments ............ 47.9 SOs 43.8 Blt 82.3 
MI DRtOL As 99% we eecaast nes evene: veciearnccesens 4.3 5.3 4.5 3.8 EYE 
Lo OHO Charan paaconechoarennne sccetedcoueogD 5 7/ 10.8 14.5 9.7 4.0 
NOR 81499 ore re ecrteae senses: crsvstacarwasgens 11.6 16.6 L5e3 9.1 DIN 
NS 1999 eect evsrersecssossetenshecsocaavs 9.3 WIG) 8.4 6.8 Dak 
D0 p24 GONG waa iscat vectenetsssccresss seas S12 7.0 Be 3.6 _ 
Dera 2 OSG Tor arencaswerecets candictarsestecceees 4.2 4.5 PLY) 1.9 Ook 
SOR 5 93 OO ome cestwaticatercsescvessasuesavene 6.0 3.2 1.6 IRD) = 
AQ 4 OOO ow avarecacsrerecsntrseatedcteceress 0.7 1.1 eZ 0.4 - 
SOMtAnG OVEL y-cerscce csstiestteseseses: see | HG 28 DD 1 peal ae O25: 
TR OUTPA Te ee tees aocaseresever ean ce eneseeare 100.0 100.0 100.0 100.0 i 100.0 
dollars 
Average payments..-.5.2--cs-see conecess 438 676 530 352 110 474 
Median payment cc... c1.-c-cer-cceor esses 120 576 252 - - - 
Average payment — 
DIAVIET SHONLY aa cceecctser sc seccneesseeetecss 841 1,076 950 901 685 961 
Median payment — 
PAViEFS ONLY Co dacssracecerctsescseaneran ses 680 936 900 USS 600 864 


* Includes mortgage payments. 
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TABLE 85 
Distribution of Households Within Income Classes, by Ratio of Annual Home 
Mortgage Payments to Total Income, Seven Canadian Cities, 1962 
Ratio of Annual o TOTAL INCOME (in dollars) 
ome, Mortgage * _ |1,000 -|2,000 i 000 -|4,000 - |5,000 -|6 i aah oe 
Pascsriva.t ra : ‘ 1000 - |5,000 -/6,000 =| 7,000 -|8,000 - /10,000-|15,000-] Over | oie oe 
Tdtalincome 1,000 1,999 |2,999 |3,999 |4,999 |5,999 |6,999 7,999 |9,999 14,999 |25,000 25,000 fied holds 
Ikea i nal 
percent 
No income or nega- 
tive income with 
mortgage payments — — - - - _ ~ _ = = — | 100.0 1.8 
No mortgage 
payments ................ 100.0} 96.0] 95.8] 79.4) 80.4] 73.0 59.5 — | 66.6 
£045 99% «1.00000 - _ _ — _ 0.6 34.7 — 1.4 
DI N99 Yo. cc ssecesess —_ _ —_ _ 15 3.0 5.8 = 7.8 
10 — 14.99%............ — - te 3.0 4.1 8.7 = _ 10.2 
15 — 19999%....... 0008 — _ _ ifs 4.1 9.9 a = 6.4 
20 — 24. 99%............ — —_ iby) 4.5 4.1 2.4 — _ 2.8 
BD 29) 99%....c0.c000s — — - Ded 18 2 = - 12 
30 — 39.99%.........64. — — 3.0 255) ite _ — 1b. 3I 
40 — 49.99%............ 0. 4 OFS _ _ - 0. 2 
50% and over .......... 1.0 _ _ _ 0.5 
ncppedsernt nee ree 100.0 | 100.0} 100.0 ead 100.0 100.0 | 100.0} 100.0 
dollars a 
Average payment... 156 203 234) 557 Sd 568 637 850 605 _ 322 
Median payment...... - — - 612 600 538 744 | 1,020 _ _ _ 
Average payment — 
payers only ......... 758| 1,035 868) 931] 1,037 975| 1,051] 1,368 | 1,495 — 999 
Median payment — 
payers only ......... 720 900 792| 876 960 960 961] 1,320 | 1,380 - 900 


* Includes zero and negative incomes. 
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TABLE 86 


Distribution of Households Within Age Groups, 
by Ratio of Annual Home Mortgage Payments to Total Income, 
Seven Canadian Cities, 1962 


Ratio of Annual AGE OF HOUSEHOLD HEAD 


Home Mortgage 
Payments to Total 29 years | SO 189 £07 49 SOs All 
Income and under years years years Households 
percent 

No income or negative income 
with mortgage payments ................ _ 
No mortgage payments ..............066 84.0 
UWprtona 99 Toc crsterecscceecertsecrracesanees _ 

Bim BO COO Yoranrdecrecciace det secesccrsroussess 14 

TO 14 5 99%. iovckeccsesscnssuctaceronessrwncee 5.3 
Ln O 99 So cecenccesvassestardivnesstarestacs 4.6 
LD 92409 Torn serswssscoreccseasncncsesecsseesse 0.7 
DB pm 20 99 Tora saectcesiscececsnas so cocsecanesaes 0.7 
SOF ON OO orrneweiera-tsosantvatanesissnatess 7 BAM 
AQ E— TAO S99 one e cna cccsccessescscasesssevesosses iat 
BO egal OVER eerrese tee tersacccies-ncscennss: - 
POTS Ae weccrevessssrecsccte-cosacaceenweseces 100.0 

Average payment... cececeseeeeee 180 
Median payment.............cccseccseceseeoes — 

Average payment — 

DAY ELSIOML Ya. cestcoteeewscssccscoteenetses 1,120 


Median 


PAYETSVON Ly Wvaretstescscececscianereostors 1, 146 


payment — 
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TABLE 87 


Distribution of Households Within Income Classes, by Ratio of Annual Instalment Debt 


Amortization Payments* to Total Income, Seven Canadian Cities, 1962 


Amortization 
Payments excluding 
Mortgage Payments 
to Total Income 


No income or nega- 
tive income with 
amortization 
‘payments Mer oteoeor ters 
No amortization 
‘payments savasecseeeesee? 
‘(Up OES. 99 To. eee sse 
5 — 9.99% .......... 
10 — 14.99% .......... 
ats — 19.99% .........3 


Ratio of Annual Debt 


TOTAL INCOME (in dollars) 


65 


1,000 - {2,000 - }3,000 - |4,000 = |5,000 -|6 ,000 - |7,000 - 8,000 -/10,000 -/15,000 - 
1,999 |2,999 |3,999 |4,999 |5,999 16,999 |7,999 |9,999 14,999 /25, 


me ae 


percent 


UtUod \\) SSRN I ee TPO ASO) VEEN GES 90.4 
6.6 5.0 9.1 9.4; 10.3 4.8 2.9 
7.7 7.6)" 6.1 4.9 5.0 8.3 1.1 
8.1 2.6; 5.9 6.4 6.2 6.0 1.8 
7.2 5.0 2.1 3.4 - 1.4 - 
4.6 2.0 4.2 1.1 


See eeresererocose 


Average payment... 
Median payment...... 
Average payment — 
payers only ........ 
Median payment — 


| payers only ........ 


100.0} 100.0 | 100.0 | 100.0} 100.0 100.0 


dollars 


146 


_ * Excludes mortgage 


payments. 


.** Includes zero or negative incomes. 


73.5 
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TABLE 88 


Distribution of Households Within Age Groups, 
by Ratio of Annual Instalment Debt Amortization Payments* to Total Income, 
Seven Canadian Cities, 1962 


Ratio of Annual Debt l AGE OF HOUSEHOLD HEAD 
Amortization Payments 
excluding Mortgage Payments 29 years 30 — 39 40 — 49 50 — 64 65 years All 
to Total Income and under years years years and over Households 
percent 

No income or negative income 
with amortization payments .......... - 1.1 1.6 3.8 
No amortization payments ............. 58.3 Oia 74.7 80.4 
Up €094.99.90 conc. .cccevcsssersrssovsacnscneseens See 9.5 6.6 PASS 

Bt DE O90 % west cccesvdesaatcecnensnseseere 11.0 5.8 6.4 SHS) 
TN TE Ee ee ceoseepobdiguricon ConeNoRacOsaCeCxIC 9.5 7.9 4.4 3.8 
VS PIG 90% acta ccesees-cassessccstvecetaunes 7.9 4.0 3.4 1.6 
DOGG GNGHOVET mecisnspevteans-conese Coase ahh 4.5 3.0 2.9 
PING Ty AUS pre erce eee ake cons cacece teseacsasaeareene 100.0 | 100.0 100.0 100.0 i 

or 
doilars 

Average payment .............csesereecerees 259 DD, 133 95 27 153 
Median pay ment ............ceceeeceneeeeee ens — = =) = =) pis 
Average payment — 

DAY GES ODE Ye. co sict tiga crac leerecse<- 620 669 553 597 476 615 
Median payment — 

PAYV.ETS ONLY ....0-...0..csaesecucesessnaterses = 477 540 468 519 360 480 


* Excludes mortgage payments. 


CONSUMER SURVEY 67 


TABLE 89 


Distribution of Households Within Income Groups, by Ratio of Total Annual 
Amortization Payments* to Liquid Assets, Seven Canadian Cities, 1962 


Ratio of Total TOTAL INCOME (in dollars) 


_ Annual Amortization ** ie ie’ Wee All 
Payments to Liquid | Under 1,000 -| 2,000 -| 3,000 -| 4,000 - | 5,000 -/6,000 -|7,000 - 8,000-| 10,000-|15,000-]| Over Masel ie 
Aesets 1,000 1,999 |2,999 |3,999 |4,999 |5,999 dined 7,999 |9,999 | 14,999 |25,000 25,000 Herel nolde 
| 7 ee : eae 
percent 
No liquid assets....| 32.6 S552 824.41 0 15:7 10.5 6.2 1.4 4.5 2.8 0.7 S50 3:6) 435.84, -11.0 
No instalment 
p BVIN ENS Visicesaecesss 63.2 43.2) 49.4) 52.1) 46.6] 55.5] 30.4] 33.3] 31.1 32.3 32.0 55.9] 43.7] 44.3 
01 me 249) ocdecetes 4.2 6.7 168! 1.6 4.9 5.6 3.9 LOS 21 150 14.2 18.4 1753 - 6.2 
eS o— 7) 2499 on consi. - _ 1.3 4.6 4.8 4.6 4.6 7.8 Sali 13.4 16.4 5.8 235 5.4 
+50 =P 990" eee. _ 2.2 1.8 3.9 4.0 8.6; 14.2) 12.3} 15.0 12.3 5.5 5.8 Sval es 
fele— 1.99.0... .cK8. =| - 3.8 a1 6.9 532 17.0 Wally 2030 12 9.1 - 265 8.3 
Dea 83.99) iss: ~ — 6.3 6.0 5.6 S98) 1255 10.2 7-5| 10.0 9.3 11.6 - 6.8 
ten 5699) ob ekecese _- Dew 1.3 Det: PAG 2.8 3.9 Tos ie al By _ 265 2.6 
im 799 «sc cesce seek — 2.0 _ 2.3 3.3 0.7 4.7 15 ie AL 0.7 - —- - 1.8 
Ms — 9.99 ooo. secs _ 222, - - Dae 0.7 2.5 155 _ — _ —_ _ 0.9 
| MOR— 11.99 2.5 .5560 = - - 0.7 11 0.6 — — _ 1.4 — _ 5.4 0.6 
| 12 and over........ _ 6.3} 10.4 3.3 7.4 3.7 4.9 4. 1 1.4 0.7 3.8 _ 25 4.6 
TOTAL SOEs RED Descbs 100.0 | 100.0 100.0 100.0} 100.0 100.0] 100.0} 100.0 100.0] 100.0 100.0 | 100.0} 100.0! 100.0 
_* Includes mortgage payments. 
** Includes zero and negative incomes, 
TABLE 90 


Distribution of Households Within Age Groups, 
by Ratio of Total Annual Amortization Payments* to Liquid Assets, 
Seven Canadian Cities, 1962 


ES NT) Ce AGE OF HOUSEHOLD HEAD 
prey atom Payments 29 years ] 30 — 39 40 — 49 50 — 64 65 years All 
cotianid Assets and under years years years and over Households 
4 
percent 
MMO Liquid assets ...........ccocccosesocceese 9.0 9.9 11.0 2 17.0 11.0 
No instalment payments .............. 41.5 31.8 39.0 54.3 TASS 44.2 
foo1 — PLA Or crssscneteces cste tee taccskack ios Si S32 8.2 7.6 4.6 652 
Om 40 es ee sccinlaciiscsiecevecses 3.8 4.8 6.8 6.6 3.2 5.4 
LD cory SARA a ep SHE 11.4 8.7 5.4 0.5 Us: 
eae 1 OO eevee ksh slayer ssesacccsav cave 9.1 8.9 11.4 7.0 Tht 8.3 
ESS 99 eos csis tense sk succsuprdcdeasoccece’ So07) 9.9 8.5 Shy _ 6.8 
ES a 2.0 4.3 2.5 2:3 = 2.6 
FOS 5. scores wove siaccesedasotass 3.0 2.6 1.8 0.4 11 1.8 
| Bem) OO eG cece censors ciodevastesksks 1.5 1.5 0. 1 0.8 1.1 0.9 
ELL OO),... ..cascncvsesucncncvssnseencesecs 15 Vet 0.4 - -_ 0.6 
RG 1S RS ese 10.9 88 | 1.7 Lt - | 4.6 
TOTAL Pree a ewesey scenes cen cotn cee stosensenee 100.0 100.0 100.0 100.0 100.0 100.0 


* Includes mortgage payments. 
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TABLE 91 


Distribution of Households Within Income Classes, by Ratio of Total Debt 
to Total Income, Seven Canadian Cities, 1962 


TOTAL INCOME (in dollars) 


Ratio of Total 
ete to Total Te 2,000-|3,000- 4,000 =|5,000 -| 6,000 -|7,000-| 8,000 -|10,000-|15,000- | Over 
ncome | 1,000 1,999 |2,999 |3,999 (hiss 5,999 |6,999 |7,999 |9,999 14,999 |25,000 25,000 tied |holda 
| percent 
No income or nega- 
tive income with 
CODE e ever ccstevccescss ~ — _ = - _ - - - = _ — 1.8 
INOsdebihy. secs c-sseess 81.2 | 61.0 | 48.4] 48.7] 43.7| 48.5] 25.2] 26.6 25.7| 20.6 2567 40.0 — 40.0 
Upstor24s99%ocerccct--. 8.3 | 17.6 | 25.9) 2354 2555") 19.7 9.8) 12.6} 15.8) 11.2 975 18.8 “= 18.5 
25 — 49.99%........ 162 4.4 9.0 WoP 6.1 Sa0 6.4 3.0 4.7 8.9 8.8 23.8 - 6.2 
50 — 74.99%........ 4.6 8.7 7.6 0.8 4.8 255 6.8 8.2} 11.5) 19.2 17.9 11.6 = 6.6 
75 — 99.99%....... - - — 3.3 31 3.9 8.4 3.0 fee} Wes) Mey?) 5.8 — 5.1 
100 — 149.99%........ _ 4.3 4.3 Sh7/ 6.7 4.8| 21.6| 27.7) 25.2) 14.8 9.1 _ o 10.3 
150 — 199.99%........ _ 2.0 —- 3.3 5.1 S54 pease oot 6.2 4.8 3.8 - - 5.8 
200 — 299. 99%........ - _ 2.4 5.2 3.8 Sp7/ 6.8 Ba! 2.6 0. 7 — — - 3.8 
300 — 399. 99%........ — 2.0 132 3.7 1.0 0.9 0.3 (OL 7/ - — — 
400% and over........ | 4.2 - ta Ons | 0.2 - Page? _ 0.5 3.5 
MOWAT ee stereccssvasees | 100.0 100.0 en peesie| 100.0 | 100.0} 100.0 100.0 100.0 100.0 100.0 naa 100.0 | 100.0 
dollars 
Average debt .......... 241 352 828) 1,656 | 1,833 | 2,478| 5,965] 6,057 | 5,934) 8,407 9,994 | 8,808 — | 3,504 
Median debt............ _ = 30 81 126 75| 5,225| 5,600| 5,000| 7,640 | 10,738 | 4,210 _ 328 
Average debt — 
debtors only........ 1,279 900 | 1,607| 3,221] 3,254 | 4,817| 7,971] 8,249 | 7,984/10,591 | 13,444 | 14,698 — |5,934 
Median debt — 
debtors only........ 234 544 600) 1, 134| 1,317 | 2,500} 6,919] 9,141 Ree 9,000 | 12,405 |10,000 — | 4,410 


* Includes zero and negative incomes. 
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TABLE 92 


Distribution of Households Within Age Groups, 
by Ratio of Total Debt to Total Income, 
Seven Canadian Cities, 1962 


AGE OF HOUSEHOLD HEAD 


40 — 49 50 — 64 65 years All 
years years and over Households 


Ratio of Total Debt 
to Total Income 


29 years 30 — 39 
and under years 


percent 

No income or negative income 
BVACINECLE DCEece, clove acces sxesscosssasusadeiessseess 3h, 1.6 3.8 1.6 18 
INORG ODEs n. secs crseescesestectessven esiteadeet se 28.4 32.1 48.8 74.9 40.0 
BUD ECON 24. GOGo oe. .ccscetesscesscesceseteses 18.3 16.0 15.9 6.4 18.5 

DS Wa A DOO Yote.t. ccc kesccccesecccsnvences es 7.0 8.0 4.8 6.6 Ox 

SO — M499 Voth ccs scdosttetssessssverens cone 7.5 5.6 8.5 PT 6.6 

PIO 9.99 TovenacsnssvsscaterSoccoeccssooese 7.0 TEU 2.6 Sz 5.1 
HOON — G14 9 99%... .ccsakacevevtessocteveesterses 15.3 14.9 Bae 4.1 10.3 
DO — 9199.99 Ii. 5.....s.cscecscasesscsssvenses 5.0 Bhi — 5.8 
DOO b= 8299 G9 Tor. cocntssectcscosesssesesatess : 6.3 2.3 1.1 3.8 
BOO — 83.99. 9 or. as cave seveceessenseconvvssttes 57 1.6 0.9 — ee 
MOOS MENGLOV CER ccccctocoMessscnccstoncttes i 9? lak — 0.8 
MRO AVANT Notch. ss socuststecadessiessrsesessswedoeses 100.0 100.0 100.0 he 100.0 

dollars 
FAVETAGECHOCDEY, ove; scccececercresciescecnacorsve 1,969 4,581 4,863 2,848 784 3,504 
PACT ANEC CDi seis. -cisccsasctscetestssscesicness 220 1,296 1,270 _ — 321 
Average debt — 
GEDtOrSVONLY ccc e.ctscesascoserccesueectoes 3,149 6,421 7,197 5,864 37339 5,934 
Median debt — 
MEDLOLSTONIY siccsectuoscccoccccccncessesest 5,942 6, 200 3,400 2,420 4,410 
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TABLE 93 


Distribution of Households Within Income Classes, by Ratio of Home 
Mortgage Debt* to Total Income, Seven Canadian Cities, 1962 


TOTAL INCOME (in dollars) 


Ratio of Home = i 
cer prten ee - 2 1,000 -| 2,000 -|3,000- | 4,000 -| 5,000 -|6,000-| 7,000 -| 8,000 410,000 -| 15,000- | Over ee Hoe 
fae pe ‘oes 1,999 | 2,999 |3,999 | 4,999 ae 6,999 | 7,999 | 9,999 [14,999 | 25,000 | 25,000] "404 | pia. 
| percent 
No income or nega- 
tive income with 
a ir sa ee _ - - - aa - — - _ _ = oa L8 
No mortgage debt .. | 95.8 | 96.0] 94.6] 78.8] 77.6] 72.7] 40.6] 43.4] 41.9} 37.3 Som 47.3 65.5 
Up to) 24.99% ie .cccceve — — _ 0.7 1.0 2 Hea - Ste 2.9 Wes fos? 1.4 
25 — 49.99%........ — _ — Or 0.5 1.8 4.4 4.5 4.2 7.8 14.8 29.6 Py | 
50 — 74.99%........ —- — — - 2.6 2.4 6.6 (pH) |) WBA e) BRE 14.8 5.8 5.1 
75 — 99.99%........ - - Woes 3.0 3.6 PEG 9.7 6.7| 10.0 8.4 PXSSD? - 5.0 
100 — 149.99%........ _ 2.0 0.6 49 4.6 4.8| 21.9} 28.4/] 23.8] 14.6 1.8 - 9.5 
150 — 199.99%........ - —_ — hy! (Hu SOBA RS 8.9 4.7 3.4 -_ = 5.6 
200 — 299.99%........ - _ eee 4.5 33 aa, Sh Dr - - — _ 2.4 
300 — 399.99%........ _ 2.0 ik) Si7/ 0.5 _ - - - - _ - 0.8 
400% and over ........ 4.2 _ | a 2| — One — - — — - _ a 0.2 
TOW AW Pees cee siteuns | al 100.0 | 100.0] 100.0] 100.0 | 100.0} 100.0} 100.0 100.0} 100.0 100.0 | 100.0 | 100.0} 100.0 
dollars 
Average debt .......... 211 133 383] 1,398] 1,436 | 2,073 | 4,539| 5,002 | 4,835] 5,661 1,0 13580; 224 — | 2,670 
Median debt ............ — — - — - — | 4,224) 4,000] 4,215] 5,886 5,432 | 2,916 _ - 
Average debt — 
debtors only........ 5,000 |3,258 | 7,175] 6,569 | 6,391] 7,621] 7,649} 8,828 | 8,302} 9,038 | 10,968 |11,904 — | 8,005 
Median debt — 
debtors only........ 5,000 |3,676 | 6,000} 5,635 | 5,766 | 8,316 | 7,515) 9,180 | 8,610} 7,595 | 12,000 |10,560 — | 7,680 


* On owner-occupied homes only. 
** Includes zero and negative incomes. 


TABLE 94 


Distribution of Households Within Age Groups, 
by Ratio of Home Mortgage Debt* to Total Income, 


Seven Canadian Cities, 1962 


CONSUMER SURVEY 


AGE OF HOUSEHOLD HEAD 


rg 


Ratio of Home 
Mortgage Debt to 29 years Ki 30 — 39 40 — 49 50 — 64 65 years All 
Total Income and under years | years years and over Households 
percent 
No income or negative income 
BAL ECC ULE facto ess see case tiessscccnesestTees _ alat 1.6 3.8 1.6 1.8 
INO Mortgage CED ........00csceccererorse 84.7 55.5 53.9 70.6 82.7 65.5 
BO ELON 24. GO Goren. ossts tect acesectorsts — 12 1.4 Das 1.0 1.4 
DAO, 99 Soir ass. cecuctocttenesecasceecess — ilai/ 4.4 223 6.3 227 
POM 4. OTe. onceoc crest ities cnsvcteutes 2.5 6.1 7.4 4.8 1. 1 Bok 
Sn OD, 99. oes ne ccsusondteieionwecteeaceaces 0.7 7.3 des 2.6 4.7 5.0 
BO — 149, 99960... eeliteseseteveseiens 7.5 13.6 14.0 4.4 ge 9.5 
Bye OO QO Spr. iievecececosscstonateetsse 2.9 8.9 5.0 6.3 - 5.6 
PM D99, 90%... dvcccveisescsnotevereitie 1.4 3.5 3.6 1k iba 2. 4 
BESO = 93.99. 99 %o.2...5.cccsccercesssescessserens — 1p 0.8 7? _ 0.8 
MOO TP AN “OVCP sence osceccensvscncausssneteees 0.3 | —_ 0. 4 0. 4 _ 0.2 
SOMA US ever de ee vioecacesedecstcctecoseusiene sss 100.0 100.0 100.0 100.0 100.0 100.0 
dollars 
MPAVETACS CED ......cssscscesccovcesveoscavesors 1,315 3,822 Shale 1,866 630 2,670 
BRIEONNCE DUR tert rect cccctosceae toss ccocneee —- -- _ — - _ 
Average debt — 
MEDEOIS ONLY cect lckeccscssscssccessecescess 8,591 8,697 8,170 7,140 4,022 8,005 
Median debt — 
debtors ONLY Giger. cadocciosceecesnswenecsien 9,093 8,630 7,900 6,520 3,960 7,680 


* On owner-occupied homes only. 
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TABLE 95 


Distribution of Households Within Income Classes, by Ratio of Total Non-Mortgage 
Debt to Total Income, Seven Canadian Cities, 1962 ; 


TOTAL INCOME (in dollars) 


Ratio of Total 


Non-Mort gage * Un- All 
Deluca Lotal Under 1,000 -/2,000 -| 3,000 -| 4,000 -| 5,000 -| 6,000 - Uae: ceo soot icon plete classi-|Hounae 
tnenine 1,000 1,999 |2,999 | 3,999 | 4,999 |5,999 | 6,999 ,99 , , , , fied | holde 


percent 


No income or nega- 
tive income with 


non-mortgage debt .. — — = = = = 3m 
No non-mortgage 
GOD tiresceccs shen ccc- avers sees 85.4] 63.0] 51.4] 61.2 : - Bpby/ i) Ssbal || Sika) oe) 57.5 
OL = (9599 oi stave cos ses 8.8] 11.1) 16.8; 15.2 . 15:4] 20.6 | 19.7 | 17.3) 19.4 16.5 
10 — 19.99... ..c6.s00 ; 6.3} 10.1 5 15.1 | 16.7 |) 14.2 4.6 10.1 
QO SOO reset cscccs 12 ; 532 Teal A . 3.6 4.6 6.9 6.8 5.0 
BO ==F49 99 cncsesos sae b 9.0 4.1 5 6.9 3.0 4.8 7.0 4.9 
5 OF 109199) rrcccre vase 4.6 K 7.6 0.8 b 6 2.1 0.7 1.4 1.4 2.6 
70 and over............ 3.7 15 — PR PD 1.3 2.9 1.6 
100.0 | 100.0 | 100.0 | 100.0 100.0 
doliars 
Average debt .......... 397| 257 524 563 820 | 1,407 533 
Median debt ............. - — = = = = a. 
Average debt — 
debtors only ........ 207 817| 664 1,085 | 1,202 | 1,789 |3,350 1,296 
Median debt — 
debtors only ........ 500} 505 833 851 |1,000 |1,675 661 


* Includes zero and negative incomes. 
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TABLE 96 


Distribution of Households Within Age Groups, 
by Ratio of Total Non-Mortgage Debt to Total Income, 
Seven Canadian Cities, 1962 


AGE OF HOUSEHOLD HEAD 


Ratio of Total Non- 
Mortgage Debt to 
Total Income 


29 years 30 — 39 40 — 49 50 — 64 65 years All 
and under years years years and over Households 


percent 
No income or negative income 
with non-mortgage debt.................. - 11 1.6 3.8 1.6 1.8 
No non-mortgage debt .................... 45.1 48.8 53.9 66. 2 87.9 57.5 
Pacmoateascedestrchasagacetceetesscwes 21.8 22.7 14.9 13.2 3u3 16.5 
enae ata Velewaccsstareetresteorssest 15.0 10.4 14.1 5.8 S17 10. 1 
Ree ticth sodas sec avsecuetetaseteesesse 6.9 5.4 76S) 2.8 0.3 5.0 
Pa cate ahs Sce tenes svieontetoaes os aests 3.0 thos 6.2 4.0 - 4.9 
Raha estssoesisdsissecccsceeceDescasees 5.4 2.9 0.8 2.6 PA ik 2.6 
REE ae eeeseaovctycessethe ates saves’ 2.8 1.4 1.2 1.6 iby ih 1.6 
Reet cesedavsnacsas lessen cacuwesesceiesets 100.0 100.0 100.0 100.0 100.0 100.0 
dollars 
bis odd csacadevesavetesSesesoees 638 593 662 442 104 533 
PSniscastncsnccsccconsesetesere seks 81 40 — = = a 
eee 1, 164 ial 1,464 1,453 996 1,296 
Boece sssceccectcsses ios tess dees 554 66 1 864 600 520 661 
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TABLE 97 


Distribution of Households Within Income Groups, by Ratio of Total 
Non-Mortgage Debt to Liquid Assets, Seven Canadian Cities, 1962 


TOTAL INCOME (in dollars) 
Ratio of Total 7 


Be deat 1,000 -|2,000 - | 3,000 - | 4,000 -|5,000 =| 6,000-| 7,000 - | 8,000 -10,000-|15,000-| Over 
Tignigua seats {pap [22992 2-999, "13,9991 4,990 ,151999 | 6,799.9) 74229 9,999 14,999 |25,000 | 25,000 
— — 
percent 
No liquid assets ....| 32.6 | 35.2] 24.4) 15.7 10.5 Gaz 1.4 4.5 2.8 OF7 Shh) 
No non-mortgage 
Ge bth thasras cies vse esteressse 54.0 | 38.7 Beh li Sileval O2s2neodOn mS Level or Ono /es 48.9 
On Ss 2499 eee. sa. 8.8 6.7 526 11.4 9.5 | 11.2 16.1 | 13.9] 15.5 19.7 
ee ee Benepe — Ded, 3.9 4.9 RS Ted 8.5 7.0 8.7 Tos 
Wi (299 si scpacsvsaees = 2.2 10.0 8.3 8.5 | 15.8 Os5n L274 S32 Tes 
Si 499. ne.esectaenn — — 1S 3.3 2.6 (aul 5.6 5.4 4.6 1.8 
Bi = tO. OO nc racter sess _ 4.3 4.3 IRD 4.0 3.6 4.5 SH Heat — 
1072490} cer ncreecienes — 4.1 2.4 Sus 1.9 3.2 2e2, iol SoZ 9.3 ) 
DSF 49599, Sretecsvaes - 2) 0.8 Dad, _ - —- 0.3 0. 7 _ - - 10 
50 and over ............ 4.6 4.4 2.4 ieg/ 2.6 — 0. 4 0.3 - = _ _ 1.9 
TO PA Lois ivscecssessenseete 100.0 | 100.0 |100.0 | 100.0 100.0 /100.0 | 100.0 {100.0 100.0 | 100.0 | 100.0 | 100.0 | 100.0 


* Includes zero and negative incomes. 


TABLE 98 


Distribution of Households Within Age Groups, 
by Ratio of Total Non-Mortgage Debt to Liquid Assets, 
Seven Canadian Cities, 1962 


Raticlser otal ic AGE OF HOUSEHOLD HEAD 
ce eee 29 years 30 — 39 40 — 49 50 — 64 65 years All 
and under years years years and over Households 
a 
percent 

No liquid assets 9.0 9.9 11.0 MLD 
No non-mortgage debt 40.3 44.2 50.0 62.9 
.O1 — 10.7 WL 12.5 9.6 
5— 3.9 7.4 4.7 3.6 
1 — 10.7 12.6 9.5 5. 4 
3e— 4.7 2.9 4.7 220) 
5—- Spd) 4.3 ShS) 2.4 
10 — 24.99 6.3 30 Dok 1.9 
25 — 49.99 1.8 1.9 0.6 0.4 
50 and over 6.9 1.6 1.4 0.4 
TOTAL 100.0 100.0 100.0 | _ 100. 0 
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TABLE 99 


Distribution of Households Within Income Groups, by Ratio of Total Debt 
to Total Assets, Seven Canadian Cities, 1962 


TOTAL INCOME (in dollars) 


Ratio of Total Ir 
Sar to Total <a 1,000 -|2,000 -/3,000 - | 4,000 -| 5,000 -| 6,000 -| 7,000 - | 8,000 -10,000 - |15,000 - eaten 
poets 1,000 3,999 6,999 |7,999 |9,999 14,999 |25,000 gare eles 
—_—_}-__ 
; percent 
Mo Assets .......0.5.50 19.6 18.2/ 89 0.3 ~ | - 
BP OMCODE 5.0 5c0nsserFirsens 62.8 39.4] 43.8 25.2 | 26.6 
Up to 24. 99% .......:... 8.8 15.6] 12.9 19.4 | 20.8 
25 — 49.99% ........ 4.2 6.2} 11.5 32.3 | 28.1 
50 — 74.99%........ - 1.2) 84 16.9 | 22.2 
7S — 99.99% ..3.055. - 3.8} 3.9 2.8 1.5 
' 100 — 149.99%........ ~_ 1.3] 0.8 0.6 0.4 
150 — 199.99%........ - - 1.6 1.0 — 
200 — 299.99% ........ 1/3} ) 303 083} = 
300 — 399.99%........ L340 = 0.6 
, 400% and over ........ 0.6 


} 
_ * Includes zero and negative incomes, 


TABLE 100 


Distribution of Households Within Age Groups, 
by Ratio of Total Debt to Total Assets, 
Seven Canadian Cities, 1962 


AGE OF HOUSEHOLD HEAD 


Ratio of Total Debt 
to Total Assets 29 years 30 — 39 40 — 49 50 — 64 65 years All 
and under years years years and over Households 


percent 
MUMBA S SOUS gc2s6sobcccce caus ssecaeseccesccceace 3.9 5.7 5.4 3.4 11.8 5.4 
Ly bee el 30.2 50. 2 66.2 38.0 
Upto 24.99% 22.1 25.9 16.8 19.1 
25 — 49.99% 25.5 13.9 4.2 19.4 
50 — 74.99% 11.1 3.2 11 9.1 
75 — 99.99% 1.4 0.4 = 2.7 
100 — 149.99% 1.0 0.4 = 0.6 
150 — 199.99% 0.1 0.4 a 0.8 
200 — 299.99% ins 0.5 - 0.8 
300 — 399.99% 0.4 0.4 = 0.5 


400% and over 


| . 2.8 1.3 ~ Seid 
| re eepes sounds ini pcasainsesnse's inp ebicsa 100.0 100.0 100.0 100.0 
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TABLE 101 


Relative Frequency, Share of Payments and Characteristics of Households, 
by Ratio of Payments on Instalment Debt to Income, Seven Canadian Cities, 1962 


Percent of Total 


Average per Household 


- Total Income 4 


Age of 
Head 


Payments as | Ratio of ht 
Percent of fisssas eel Instalment Net Debt as 
Income Payments 8 Payments Percent of | Members 
AL $ Contri- | to Liquid Worth Assets 
saya Assets $ Now 
No Payments oe.cco | 49.6 = 5, 102 5.6 SS mniierss9 4.2 
Wip to! 4199 Yor secsnscers 15.6 16.7 8,412 9.4 25.6 25,006 15.8 
Bim OF 9O Mores ssvetesenese 13e2 2305 6,991 10.0 57.8 16,426 30.0 
10% — 14.99%.........<.....- 8.7 17.8 SR ee 5.4 109.5 D2 ES 36. 1 
15 ot — 1999, %oscs.cscresene 4.3 11.2 5,694 8.7 98.5 10, 199 45.8 
DO Toi" LAS99 Totsecascbescescss 3.6 tS 5,642 Shy/ 90.5 14,379 37.0 
D5 Toi — 29.99 Yor es sicss nencesee Dae) 8.7 4,844 6.5 243.1 5,935 52.9 
SOG iS BS Ore cocoscnes couse 0.8 3.0 4,189 13.2 281.7 7,958 513 
40% — 49.99%... cceeceee 125 6.6 3,359 5.6 267.3 23,552 18.8 
50% and OVer.....c-sccsseese —- _ —- - - _ — 

Unclassitiedin.cc cscs. 0.3 0.9 Sie lee 442.8 18,740 3255) 
ALL HOUSEHOLDS ve | 100.0 1 100.0 5,910 6.9 PS) 16,831 17.6 
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TABLE 102 


Households Making Home Mortgage and Instalment Debt Payments, Amount of Annual Payment, 
and Ratios of Payment to Income and Liquid Assets to Payment, by Five Year 
Employment Record of Head of Household, Seven Canadian Cities, 1962 


Debt 
Five Year Employment Record Stee 
iMortacees Instalment Total 
Percent of Total Households 
Eulivaemployed, whole: period -o...0s.cs0s.-sseses-ecenocaveeseees 27.3 16.8 Hines) 
Other, no involuntary unemployment ..............ceeceeeeeeee 2.0 2.0 3.8 
Partly or wholly involuntarily unemployed .................. 3.8 Ow 9.2 
PAT mA OUI SIG HOM D Sursecanccoteneressascescusces scree scossessecannccsiiees Soak 25.0 50.3 


Average Annual Payment Per Household — $ 


Fully employed, whole period ..0............cccseceee esses eee eeeeeees 983 649 1,012 
Other, no involuntary unemploymenNt..............:csesereeesereee 780 505 670 
Partly or wholly involuntarily unemployed .................. 1,101 560 842 
INUIL, TERO} OSD) § (0) Cy Do cecocnnaacocncpcaccaccaOL Croc S0ne OC EROCO aoa ner ca 985 615 955 


Ratio of Annual Payments to Annual Income — % 


Fully employed, whole period ...........cccecesecesereseeeerereeens 12.1 10.7 13.8 
Other, no involuntary unemployment................ccceseceeen eee 10.8 13.8 WO Ff 
Partly or wholly involuntarily unemployed .................. 20. 1 13.2 18.0 
PBIB OU S BH OMS D Si cccrerctcsstertersteecsce sosscescoseconsrecesasacoeven 12.7 eles 14.2 


Ratio of Liquid Assets to Annual Payments — % 


Fully employed, whole period .............ccccesesee sere reeeceneneee 181.5 149.1 153.8 
Other, no involuntary unemployMent..............:.cc:eeeceseeeee 485.5 152.5 351.0 
Partly or wholly involuntarily unemployed .................. 89.5 129.0 89.4 


ALL HOUSEHOLDS. ............ ec eccccccnessteresceecereeseseneccreneees 184. 2 144.8 154. 1 
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TABLE 103 
Distribution, Average Net Worth and Debt-to-Asset Ratio of Households, 
by Life Cycle Group and Income, Seven Canadian Cities, 1962 
Income — $ 
Stage of Life Cycle Under ees pees 
$4,000 $5,999 $7,999 
Percent of Total Number of Households 
Young 
Single or Married, no Children ....................000 Sh7/ 3.4 1.5 1.2 9.9 
With Children) —, Pre-schooluer- soso ee 4.5 Uo) Dal 1.9 16.5 
— School & Teenage ................ Soul 6.7 3.2 3.4 16.5 
Middle Age 
Tig CALE: See en MOMS PES ON Ut et SN De 1.5 0.5 0.7 4.9 
Married, no Children under 19 at Home.......... 4.9 4.5 2.0 4.1 15. 
Married, Children under 19 at Home .............. 4.9 9.3 5.8 7.4 2755) 
Older 
Sing Ce etrees. cnc suas ec aie sens See oatnene eA twee sas Man eae bs} 0.3 _ 0.2 1.9 
Married, no Children under 19 at Home.......... SES: 1.8 0.5 1.3 Vics 
Married, Children under 19 at Home .............. 0.1 =F — 0.1 0.2 
AU TEHOUSEHOL DS renee corte 28.2 35.0 16.3 20.4 100.0 
—— 1 SS 
Net Worth Per Household — $ 
Young 
Single or Married, no Children .................00.... 699 2,378 8, 336 22,814 SD 
With Children — Pre-school ...........cccceceseseceuees 1,925 4,447 11,504 18,027 6,516 
— School & Teenage ................ 2,428 5,850 10,966 32,603 L772 
Middle Age 
Sir ea eee ceva sere esses seve ies hoe Nolen ceeenee 6,161 9,751 22,598 36,329 13,031 
Married, no Children under 19 at Home.......... 6,732 13, 164 37,904 46,453 23,094 
Married, Children under 19 at Home .............. 7,220 8,309 20,354 57,815 24,045 
Older 
po Seed feo encore Sony COGCOaR REE ECAT Crs RE ee Aa Ee 8,228 34,248 189,400 69,501 23) V7 
Married, no Children under 19 at Home.......... 11,330 22,041 28,371 66, 107 25,587 
Married, Children under 19 at Home .............. 20, 200 = ae ie 211,441 103,962 
ICE RHOUSE HOLS 1D Sareea ee ee 5,429 8,082 18,693 46, 105 16,830 
aa] 
Ratio of Debts to Assets — % 
Young 
Single or Married, no Children ........................ 36.1 33.9 40.0 20.9 29.4 
With Children — Pre-school .......ccccccccccccoseseeeee 46.1 36.3 40.2 30.4 36.7 
— School & Teenage ................ 41.8 29.5 43.9 22.0 29.4 
Middle Age 
UNG Ore cerssce erro cetcus Gc tecto nic aessett acne eerie 5a5 5.1 9.8 6.7 6.7 
Married, no Children under 19 at Home.......... 14.3 13.3 9.8 12.8 12.4 
Married, Children under 19 at Home .............. 2251 22.0 23.0 12.9 16.5 
Older 
SDAIN UG ncsctesete tensa tnacercs cares tawutae as deastecoc ewe droned Ont 5.6 - 3.5 2.8 
Married, no Children under 19 at Home.......... 3.6 5.6 5.8 0.6 2.8 
Married, Children under 19 at Home ........... nal = = = 8.0 Yo: 
PIT SAO SOUS a erty oe ede ee | IVES 1 20.7 25.2 


TABLE 104 
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Distribution, Average Net Worth and Debt-to-Asset Ratio of Households, 
by Size and Income, Seven Canadian Cities, 1962 
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Income — $ 


Size of Household Under $4,000 $6,000 $8,000 
$4,000 to to or Total 
" $5,999 $7,999 Over 
. Percent of Total Number of Households 
PSII LES ANY ASE 25, ancuteetr roster stot vosdscoveeiserssaedtoenenees 5.5 5} 0.5 0.8 9.1 
| Head under 50 Years 
SERWY O memeen Meate re nee etcecanenhsce calioteteccrescnetens tend wuboccecers 3.9 3.6 2.0 1.6 L152 
SU TALEO me eer c ak sctwciarck eset eres tr ecenstess tees tecstnssaas vee oeose esis 4.0 5.9 Drs: 1.8 14.2 
LEROTEY OY S08 BU Pe a eed Oke ee ee eee S15h5) 6.9 4.0 4.2 18.5 
1ST aa ea eet a SR © 1.5 4.1 1.6 Souk: 10.4 
SSURMOD INOLC eee ci sesss tits ca aatnes c doce Mtedee ee chee cscsedaveecnse 1.4 Sie ey Duo 8.4 
Head 50 Years and Over 
BLU ON see rece tote cat TRC Retincc dows at tcnc baste oe eave 6.0 4.6 13 2.8 14.7 
THIN PES a RO POR CORD AEE He Senn ea eee 15 21 0.9 2.0 6.4 
TROLS aasrencioncpencricn een BCCOSOC CI SORRC LET Spe Oe EREL ERE RERCERL 0.4 0.7 0. 7 Lt 3.0 
TETRA. asighescagocgehhane Berita etna ae etree ae aia Oe 0.8 0.5 0.4 L8 
SSE KMOLa ORG crate tet acet nace te cerercnabarsseseceter ner ronaence (Oh 0.8 0.6 0.7 2. 4 
Pe ee O USE: HOI DS wiccessce os eenteniotnasenaus cs eases Seeens 28.2 35.0 16.3 20.4 100.0 
Net Worth Per Household — $ 
) STALE AN VIACOM tS cocsedice cs sseesbcaccsueseessstnstecseiouseess 4,932 11,082 40,260 50,917 12,403 
Head under 50 Years 
ON ORME eae One RE Ne ate nance eeitaisbeceececscensescessies Doe 5,647 11,528 17,392 7,292 
TENGE) eas BASR qs PBE 5S ROE GE eee eee 2,116 5,413 20,580 SIA 10,533 
TOCOUD: ee eee eer rere 5,824 6,078 11,293 29,701 12,494 
PER Veen cee cece neces ag ec ee te Nahe ce sae ces carecsoecesccerevess 1,242 6, 318 13,457 41,861 173253 
PSII CUI OLE Rex ne sateen caro nede ce ecoresetsuatetccocategeracers 808 4,015 12,109 41,843 14, 266 
_Head 50 Years and Over 
“TSH SS RA ONCOL ER RES E ase 0 ace clh SUED ARE EERE CEE ARR eee 9,589 16,489 48,300 68, 306 26,223 
SIVENES © terrae ae rene nee e ese eieis recne Cas sos soos oeacenscurcade sed 12, 144 12,850 20,071 83,821 35,793 
LE OLEE? . geinadesocio ASH nH NaRANGS: tC ERBOLIOR a: AUPE AEGRS SERED Caen 9,653 14,882 15,996 64,498 So 
LDEINTED cept ieee gd a By 9 th sn a 15,348 9,297 47,559 72,559 32,645 
SSX ROSSI OF Cheer eee caro narere acc nc toss nai aiuccuovees sonevstetoo eed ve 7,388 5,089 13,908 33,317 15,785 
ME EOL SE HOLD Sooo coon csckconccincsecsuesoeontscdsoeavress 5,429 8,082 18,693 46, 105 E 16, 830 
Ratio of Debts to Assets — % 
Bile MANY ACE bosocsncvercrtcssccelaveisosiaeesscenssscaueuswesieess 4.1 7.4 6.7 5.4 5.8 
| Head under 50 Years 
DENY Cen nee ce nee cence ce tavecescdcocecseusscreceseesssees «6 29.7 24.5 28.7 30.3 28. 4 
PCO erae cries ecco set ce causa ities dak dee scanin saalebe seamiedeh sons 47.4 DIAS DIVA) 19.7 25.0 
EO UM ere eee ee rene eT eas oak teenie rons Sees iaeesbedesarase 20.3 33.0 36.4 22.4 27.4 
LTS. assthesdion hee anceaosa nar Coane AOcn ee CEE Rane eer 53.6 28.3 39.4 20.0 24.8 
| PULK ORM ONG reteset aoc tr cus carnbsbedecanenticlesscesasanes's 50.3 42.1 46.3 1734 27.8 
Head 50 Years and Over 
TRB ase So sCGR SRB ACENCHEB CRESS SAO HSE RUBS COE IRE HIS EE oer orn 7.6 9.2 5.4 
BISA OG Bere rere ocates one ere ate tcou soo venssiceieVenevetanaddusiase 12.8 10.1 7.5 
TAREXER? _joncbosticch esa baactc Scapa gO AGAC EH REPRE OREO BDO erore SW lo4/ 7.0 
WEY OMe ne ACTA eta eMC se apes canand Ges ene oeasinuce dareseucvenceesd -- 16.4 3.9 
ROUNEO Rav OF Cgeeerence sos as cca snetecs cont staenscles role teesesuseccons 38.9 20.7 16.7 
EEE NUE SITE OLDS 0c ch teases ccssooesecesctciranvecsossvuns 17.3 20.7 13.8 
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TABLE 105 


Selected Characteristics of Automobile Owners, 
by Method Used to Finance Purchase of Present Automobile 
Seven Canadian Cities, 1962 


Major Source of Income 


No, Average | Average 
Heerehteh Mapas ake pecans hea Other Total oe sa cH | ma 
aa percent dollars | 

Trade-in and cash or cash only ................4. 1,341 USE 82.6 17.4 100.0 34,908 46 3 
Trade-in and Finance Company loan or 

cash and Finance Company loan ............ 720 6, 137 89.5 10.5 100.0 10,002 40 4 
Trade-in and Bank loan or cash and Bank 

MO ANN Foe e er vss cc tsee eke nents wsek een asee euvessniaeetsseyne seas 370 7,609 84.4 15.6 100.0 16,714 41 4 
Sallevofvother/ asset shin icity. cssececctesesteevesceeseuss' 18 9,637 100.0 _ 100.0 26,028 45 4 
LO) 4 00) eiceeent eer a coe ECE e Eee Nee eee 127 5,810 91.7 8.3 100.0 10,640 42 3 
Unclassified 3 reessessesitce-sessseecceo ee meen coer 23 | 6,204 85.5 14.5 100.0 6, 240 47 5 
ALL AUTOMOBILE OWNERG................000065 Pee yhe ! Up 22 85.2 14.8 100.0 24, 173 44 4 


* Financing methods add to more than total since some owners reported using more than one method to finance purchases, 


TABLE 106 


Distribution of Owner-Occupied Houses, by Method of Financing Used, 
Seven Canadian Cities, 1962 


Method of Financing Lk Percent 
50 SSSA Era HOGS IGE EEE PE EPR CS RT cree Se SEER OR TER 10.9 
Cashtplusfonesmort gage iennsececc cent ee EE ae: 66.4 
Cashiplusitwolmort gages ccccc:ccveeieel eicsensstiecs oe ete eed A 18.8 
DAL © OL TOUROLA NOUS eerste oh pass eccucdnecerere dete nosecedeulrstene Sem eee er 12.4 
Sale TOL SSCuriti Ss a -cans ssesiscvk. coset OVEN tals dacec rechten Rees Hed eS eR cll 2.0 
ALS OL GOINEr a SSEtS ear weet nite tr eer es re ee ee ae EN te ae 0.2 
Othermethods nan cesin as ne eer eae et en en eee 5.6 
Winch ae sities ey mei cae cet hen reser ar vel rac sates savtretruncsok Pee eee 0.2 
ONT wigs ie iets o Cats Pee eee eros tocar Saas anche sieavas sees. Pe vnécoe nn ce 100. 0* 
ALU HOU SRHOL DS ire oe wisscctes since tess sctecectesek : ODA COORDS Ooo ocr EO One 1,815 


* Percentages add to more than 100% since some respondents reported using more than one method of financing. 
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TABLE 107 


Distribution of Households Purchasing Canada Savings Bonds Since July 1957, 
by Frequency of Purchase and by Major Source of Income, 
Seven Canadian Cities, 1962 


81 


FREQUENCY OF PURCHASE 


Major Source oy 
of Income Cases Regularly oceeronaty | Other i lassified Total 
percent 
49.2 32.8 WPA 31 5.9 100.0 
30.9 42.8 14.6 i / 100.0 
46.9 34.1 12.4 6.6 100.0 


TABLE 108 


Distribution of Bond and Stockholding Households, 
by Direction of Change in Holdings#, 
Householders in Seven Canadian Cities, 1960 — December 1962 


Net A 
Holders Seller Both Neither Bond or 
Shareholders 
percent 

Riccie, cessccceess comaseteeres 1.4 58.8 
atesnasseieesciesasecesciecees 22.1 * 

Betorersasctiasrececsersreswese PAO 63.6 
SobOS OCR COOCE-ROCCORAC OLE 30. 4 * 

Denenecenes ceca stoncceuestcse' 2.4 64.7 
aesastacsesetessesecsessssness 28.6 = 


All 


Households 


| # Respondents were asked if they were net buyers, net sellers or neither of each of Government of Canada bonds (excluding Savings 


Bonds), provincial bonds, municipal bonds, corporate bonds, foreign bonds and stocks. For bondholders $s 


net buyers’’ were house- 


holds which were net buyers of one or more types of bonds and neither net sellers or net buyers of any remaining types of bonds, 
Net sellers were defined in the same way. Shares were treated as one group So that stockholders could not be both net buyers and 


net sellers, 
* Not applicable, 


ROYAL COMMISSION ON BANKING AND FINANCE 


sIoplOyY 
TeOL 


zaAng 
ION 


796T 


sesea 
jo 
°ON 


90 ] 0°O0T YCL if s°s | AA 
ST 0°OOT Cc °9OL = 8°ETS 
99 0°O0T 6'bb = T°ss 
$I 0°OOT (e474 a g°ss 
8P 0°OOT 6°OL cs T °6Z2 
Ts 0°O0T T ‘98 a 6°ET 
quaosad qusosed 
saseg 
ssapjoy souTT8N zaAng ie siapjoy joutent aT T9¢g saAng 
Te}OL ‘ 39N ee aa cs 3°®N 39N 
T96T 096T 


Z9GT 0} O9GT ‘SOTTO ULIpeURD Uadag ‘A}LINDIG Jo adA], pu 


is 
ve 
ve 


Feahc erteveesseesroatesihots?” gas 3G Gory 
sssseseseeneseeeeeeeeenseseese Tad TOTUNW 
sseuansesosaseesesesentisoess TBEOUEAOE 


steeeeeere* BOBUBD JO JUIWIUIQAOD 


ispuog 


Ayrmoag 
jo adAy 


SSUIPIOH UT SaZuLYD JaN Jo UOT}IeNG Aq ‘spfoyasnoy ‘Fuyproysreyg pue ZuTproypuog jo uoTNgQIysSTG 


601 A TAVL 


CONSUMER SURVEY 83 
| 

. TABLE 110 
| 
] 


Bondholding Households’ Investment Programs, by Direction 
of Change in Value of Bondholdings, and Reasons for Type 
| of Program Followed, Seven Canadian Cities, 1960—1962 


TIME PERIOD 


Direction of Change January 1, 1960— January 1, 1961— January 1, 1962 — 
December 31, 1960 December 31, 1961 December 31, 1962 


reasons as a percent* of total households 
within group 


EH Ee eared edd nknspro denne aonsbonniep battens dockeesvabeescses 45 100% 46 100% 58 100% 
Odvinterest/ dividends sac. oc... .cisncscpsetvareveccoesoosst 5.8 ieee 
Security /investment PUrPOSES ........ cece eeceeeeeeeee seers 10.7 5.6 14.5 
BCI AN CLALLV CONV, CNICNE...250.0.s0c0e0s jasciesokacsvanencels vosens 10.7 14.9 13.8 
BPATERACLIVE INVESTMENTL 5..scscccsccccsscceoswstecccensoeiessuevese 18.8 9 5.9 
PFO OGOCIMENCO DULCHASE farce ccesecreusrcas can ecasasessccoesene — _ 1.7 
MLV OTA E AS ONS poterees te oe aren ate ai snenev situs oneescencesi'ecoes sens 14.8 16.4 8.6 
BAIN Ot SLALEITE ASOM oc sicceacssecsssccienresbosess covesicesssese 39.2 44.5 42.3 
CTR SCLC Piers, ook so ve res bioctes coous) oaiidettbansoesses Celensdevesees 2 100% 3 100% 4 100% 
BC CIINE Sit MAPKEL os, cccncdacsceesscreusiedecisicssnneiverevocsoss’ - 23.8 
MCC CCULCASI cere ccacscrecies tic saccssctesesodngiiaaeectsscasucesiseest 50.0 = 
CHET TOASONS oot ccccr rece toc renecetivenlte Mone sos cseacesneess cue 50.0 UES 
MRT ALC gh Merc cc sc codes es cvevennisnceadsece cats bevessveneveuees 3 100% — 100% 
| 
Mrligher interést/dividend ............scisscesesecereseeerers 38.5 
ROENE PAT CAG ONS sores oe cae eies ceisa ses sence caves cttuccase deseo cass she secs 61.5 - 
RN Se denen en rn soda n sp nwsnsseossy ate neneeratceyenstase\ens 91 100% 114 100% 
| 
MmNot a good time to Change ........c.ceccceresscssescnsseosrers ; 6.9 7.8 
PatiSlied With INVEStMENE., .o.ciscseccorcsecevesesececsacesacs 7.6 6.1 
MNO Extra MONEY tO SHEN ..........sc.csecccsssvereesccosvecesees Sued 6.5 
Mmintend to keep to Maturity .......50....0;.c0scccscesccnesesees 4.8 3.9 
Dividends/interest satisfactory ............e ecco ee SYI/ _ 
MPO TREE TCAS ONS tics ccccess da heecdnraveocseheusdses se¥anss ovecssowsne se 10.8 18.6 
MPIGEROTISEALS TEASOM s22. hc, .necneessuecsces tees ecccccsecsocsssesie 65.2 63.7 


* Each cell is out of 100 percent. 
| Note: Percentages add to more than 100% within groups since some respondents stated more than one reason for program followed. 
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TABLE 111 


Shareholding Households’ Investment Programs, by Direction of Change 
in Value of Shares Held, and Reasons for Type of Program Followed, 
Seven Canadian Cities, 1960—1962 


TIME PERIOD 


Direction of Change January 1, 1960— January 1, 1961— January 1, 1962— 
December 31, 1960 December 31, 1961 December 31, 1962 


reasons as a percent* of total households 
within group 


Nieto Buy er tice ccrrecceese case eunu eran stevadenecagcecen encereavsccnens 89 100% 123 100% 119 100% 
Buy through club/company, Cte. ..........:sseseseresereee 27.0 19.3 28.6 
Kinan cial lysconvientent:.. ccs sc soctereso-sussesesssereress 16.2 13.6 19.7 
Buyer’s marketYmarket down ..........::c:eseceseseeeneeeees 14.2 19.8 18.5 
GOOdMInviestMeNntircr ces cisccseccsere seer eter demacresenencnsces 19.1 10.5 10.5 
Advised tO) DUY 2. cccccccceres ce Russ crcennoasevedetessssneccssscseee 1.8 7.9 5.6 
Favourable ideal noid .c recs cetscsvecstessosceatioserecerescacseeses 6.0 4.7 Sa 
Good time stobuy ici... .cssrcrs -crneseccteos severe: ssecscuscueaeeseins 5.2 10.5 5.0 
Hedeevagainst inflattoniecssceaeet teeerereseneser teens - 2.8 2.9 
Bravofiexpansione. ccc: sccccccccssrand ccecioestersesesessesscsusvees 4.7 3. 4 22 
Keepmmoneysincirculationun. rico aero - 0.8 PDP 
Other reasoners. here: seresslnciesc cok astee cotter ose eeeowene sore 3.8 4.1 PU 
Didmotsstaterreason, 0... ..sccsscscecsrceseecstte es sconeosee sees 3.8 7.9 Tek 
Nie ti Seller eres ne crece cece se eencecre ces onene cer eete cate cenetovenssecs 22 100% 18 100% 46 100% 
Not a good enough investment .................cccseseeeneee 7.3 37.8 40. 1 
Market unsettled/to protect capital...................0 11.9 - 22.6 
Seller's imarketwie.t.5ccetse.-csterc coer eee coer ceee caters 31.5 S2ae fe 8} 
Required money for other purpOSES ...........0s0ccce000e 41.5 18.9 15.6 
Other ire as ons ee. cece. chee. cose sees cave caster crtocessusscconetsete 4.6 11.1 4.4 
Didinot state reason ect cicccccsecscosssotutensnecsesteecwscaeess 20.1 - - 
Neither Net Buyer nor Net Seller..............-.cccceseee 290 100% 265 100% 251 100% 
Satisfiediwith stock hel dares cr citccctese rte 9.4 10.3 
No interest in stocks; previous purchases 

through inheritance, company, etc. .............005- 16.0 7.4 
Financially sinconventent ei s>.cceteereeceereee 6.9 6.6 
Not argoodstime torchan geen .vnsscsereemenateraeteere ee 0.6 1.3 
LOO mMuChttisk vers cottewste ee eeerie crcccson aces teeter coreite 1.3 _ 
Unsettled government conditions.................cccc00e0 ~ 1.0 
Other reasons man rece rtec crest estcn ee eee nee 0.6 1.3 
Didinotistate:reasonern sere eon 66.4 73.4 


* Each cell is out of 100 percent. 
Note: Percentages add to more than 100% within groups since some respondents stated more than one reason for program followed. 


TABLE 112 


CONSUMER SURVEY 


Frequency Reported and Characteristics of Households Reporting Features 
of Investment as ‘‘Very Important’’ or ‘‘Important’’ to Them, 
Seven Canadian Cities, 1962 


Reporting 


85 


Average per Household 


Ratio of 
Feature of Investment ae ee Bou Debt to satan Magherk soe 
of Total $ peeets $ No. Years 
| tale. : Tul 
Datety: Of principal ....c.cczqcc-ceeces cos s- 94.0 | 20,925 16.3 6,460 3.4 45 
Ready availability or 
| marketability ...................sss00+ 66. 1 22,097 16.3 6,715 3.4 44 
Moafe asSSured return ............cccocsesens 85.7 20,083 16.6 6,309 3.4 44 
Maximum current returm.................. 63.4 21,601 16.1 6,511 3.4 45 
Hedge against inflation ................ 42.0 27,446 14.6 Fgs2 3.4 45 
BESANT ALE AINS Goteesseccesccceccerrersccocesess 2 5523 23,296 17.4 6,878 3.6 43 
Tax treatment of income................ 46.4 25; 122 16.5 7,129 3.4 44 
| Familiarity with company 
operation and personnel............ 47.5 23,457 16.4 6,653 3a5 43 
_ Some degree of policy control 
onwinyv.estment ....0-....ccorcccess-csseseee 37.0 25,284 16.0 6,778 3.4 Lael 43 
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TABLE 114 
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Frequency Households Mentioned Investments as Possessing Features Considered ‘‘Very Important’’ or 


“‘Important’’ to Them by Type of Investment and Feature, Seven Canadian Cities, 1962 


Ready 


Familiarity 


Avail- ‘ T ith Some 
= Safety ability Safe |[Maximum Hedge Capital aeeene A vanian De gree 
ype of Investment of a Assured] Current | Against Gai ment of | o ti of Policy 
Principal Masiat. Return | Return [Inflation seins Income ate | Control on 
ability t Pafecenetl Investment 
(Percent of Total Households) 
Creditor Claims 
MIS ANK ACCOUNE. j..<cccecccessecesse esos ss 20.7 20.9 17.9 8.7 12.6 OBS) 4.1 ABS) DED / 
Credit Union, Caisse Pop. 

Other Depositories ................ 19 4.1 3.9 3.4 - 2.6 Dah 1252 6.4 
ITEMINSUPANCEM ha .ceccessoxecosguanecods 5.8 1.1 6.5 3.0 12.6 33 11.0 13:3 1.3 
Canada Savings Bonds.............. Sint 39.0 $273 31.2 27.9 25.0 25.0 16.2 9.5 
MCHERIBONAS Leia es cevcsscsetedseeesnss SonS SY 34.8 26.0 46.5 30.1 50.0 31.0 52.4 
MOTE OA GES! s.5.s cc titiesecssncochontetterees 11.4 3.2 9.8 30. 1 3.3 28.9 7.9 6.0 10.3 

' Equity Claims 
Investment Mutuals, Trusts, 

CIUIDS hers cstisieteovesnauscoresereeeccds SES 3.8 Oe 3.3 8.2 4.9 1.7 1.3 37 
referred StOCKiir:. cascheorttsrctessass 2.9 3.1 3.7 3.2 0.6 ek 1.4 Dire 2.0 
Common. SOCK torcaccc. cscestevsirecate 36.4 47.2 34.8 31.6 31.8 S35 ff 20.8 48.6 3102 
Real Slater nc. ciccssoovscrsreeeccsientens 30.2 9.3 19.1 Dialer 18.6 18.5 Ths 4.2 9.2 

_ Owner-operated Business ........ 4.3 2.0 2.9 5.0 ib7/ 10. 1 2. 4 4.2 3.0 
Other — Unclassified ...........00..0000 9.6 4.5 9.5 Bh 4.8 2.9 9.7 6.0 7.9 
ITO SRO LI SLALE or... crrccveseusccviovsessssrcsees 17, 32.2 28.9 30.5 36.2 ee if 56.9 I 34.2 hy 43.6 
an 
| TABLE 115 
Frequency Households Mentioned Investment Features to be ‘‘Very Important’’ or ‘‘Important’’ 
to Them, by Largest Asset Owned by Household, Seven Canadian Cities, 1962 
FEATURE OF INVESTMENT 
Ready Pe Familiarity Sane 
: Pp ax with 
Largest Asset Avail- Safe |Maximum| Hedge Cacital |) ‘Treat. Company Degree 
bility or\Assured| Current | against a eet Oastett of Policy 
Market- | Return | Return |inflation siearlg fe =! P ©” | Control on 
A ncome and 
ability P Investments 
he ersonnel 
percent* 
MEsANK DEPOSITS ......:..00sc0.e0sse0es0se 42.7 BYIG?+ 38.5 19.6 | 33.6 24.7 29.7 21.6 
Canada Savings Bonds............ 68.5 64.2 47.2 50.8 | 43.5 31.5 40.7 S105 
MPRNETADONGS: , .5.cs05c5:ohasareseseesscbane 70.0 85.0 70.0 51.0 | 17.0 47.0 48.6 Da 
Mutual Funds, Investment 
rusts and) Clubsi's......$...c004 100.0 | 100.0 68.2 100.0 | 92.4 60.2 73.0 64.9 
PMPOTES AGES 5 5. 50th edene Sosboselecssedecseeas 46.0 52.1 38.6 22.0 Bia S Tae 30. 8 Les YAS 
BEAL OS tik cesescseescitug derma weiss ccee sea vs 60.6 80.1 74.5 58.5 | 74.0 66. 3 65.2 43.9 
Bercletcstate™ ort ot wots 63.5 Ff Mio s 70.0 38.4 | 44.8 50.6 51.8 39.7 
pBamily dwelling ..........sscc0es00. 56.9 72.0 54.0 37.3 | 47.9 40.3 39.3 S302 
Interest in Trust or Estate .... 100.0 | 100.0 64.4 64.4 | 78.1 78.1 64.4 64. 4 
Beasonal House 6.05. ..cessco0scess000s 38.3 64.5 60. 6 47.8 | 39.9 56. 1 57.8 42.2 
Pension plans ........ccccceseseesees 45.9 | 62.7 | 45.9 26.8 | 31.0 | 34.5 33.9 21.6 
‘Owner-operated business........ 50.7 | 66.4 | 54.3 36.1 | 53.2 | 414 41.7 24.0 
BO UASS ES CG oie co. sacs cesssotssaceseee 14.3 42.1 23.9 18.4 | 30.5 16.3 15.8 12.9 
ALL HOUSEHOLDS ..............: 50.7 | 65.7 | 48.7 | 32. 2 | 42.4 35.5 36.4 28.4 


* Each cell is out of 100 percent. 
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TABLE 116 


Frequency Households Mentioned Investment Features to be ‘‘Very Important’’ or ‘‘Important’’ 
to Them, by Net Amount of Worth of Household, Seven Canadian Cities, 1962 


FEATURE OF INVESTMENT 


Read Familiarity gaa 
eady i 
Net Worth Avail- Safe |Maximum| Hedge ee coat Degree 
of ability or Assured] Current | against nent of Operation of Policy 
PHacipal Market- | Return | Return |Inflation Ineewe ena Control on 
ability Personnel Investments 
percent* 
= SOOROLIM OLE heccrecaseeete cece eee ° 20.9 48.9 36.1 30. 1 24.1 18.3 23.6 
= 1 toe— S500 oe sierereeeseeroeccees 60.6 40.9 57.6 44.5 22.8 28.7 32.4 26.3 
$1 e 999 48.5 35.0 48.6 28.0 KES) PRN Dok 15355 
$1000 45490 Mie. cccsuseccoece PIAS 51.1 69.4 52.3 24.7 32.2 36.3 26.1 
$4 S0OF— 7, 490 cess. cs sysececers 75.9 SYST) 66.4 49.1 32.4 SYES 40.2 29.0 
$7; 5002— 95999) oy cccven serene 79.7 60.9 76.4 54.8 39.4 47.4 45.6 34.4 
$10;000) —" 145 999 os... sesso ee 85.4 55.3 1/83 SY; 41.9 36. 4 
S 155000024990 reece tates 79.9 58.6 76.8 34.4 36.5 29.2 
$25,000 — 49,999 oo... ee 85.7 53.8 68.1 55.3 44.9 Po? 
$50;000r0r more noe eee 87.1 70.9 79.6 58.6 60.5 5252 
Unclassified @ercenccn ct 78.9 54.0 64.8 40. 2 36.4 
ALL HOUSEHOLDS ................ UPA 1h 50. 7 65.7 48.7 35.5 36.4 


* Each cellis out of 100 percent. 


TABLE 117 


Frequency Households Mentioned Investment Features to be ‘‘Very Important’’ or ‘‘Important’’ 
to Them by Total Income of Household, Seven Canadian Cities, 1962 


FEATURE OF INVESTMENT 


Familiarity 
T Roel aiepalpavaitiles een shee no 
otalbincome of ety  Avai afe |Maximum}] Hedge Casital li Trent Conne Degree 
Cases of ability of Assured| Current | against Ae t ¥ O P ae of Policy 
Principal Market- | Return | Return Inflation aoe lee . ber on Control on 
A ability cores pa Investments 
percent* 

Unders$3;000m se ee 531 11.4 19.0 10.9 
$3,000 — 5,999 ..............000 1,684 30.0 39.7 26.6 
$6,000 — 9,999 ............sc0seses 855 37.9 54.8 36.6 
$10,000 — 25,000 .................60 327 56.3 60.8 41.9 
Overi$25; 000m. oe 28 5 5 . 63.9 69.7 : 44.8 
Unclaseifiedi cine 58.2 | 45.3 68.3 50. 7 49.1 35.8 37.9 32.8 


63 
ALL HOUSEHOLDS ................. 3,488| 72.1 | 50.7 42.4 | 35.5 


* Each cell is out of 100 percent. 
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TABLE 118 
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to Them, by Life Cycle Groups, Seven Canadian Cities, 1962 


FEATURE OF INVESTMENT 


* Each cell is out of 100 percent. 


|| Familiarity 
Ready | 7 Some 
Life Cycle Group Avail- Safe |Maximum| Hedge Cavital ber c wiih Degree 
bility orAssured| Current | against ae tae O meiacired of Policy 
Market-| Return | Return [Inflation So Nae LS oS aoe Control on 
A Income and 
ability Investments 
| Personnel 
| percent* 
BSI Olle mrters eccrerctde nsec iecccorsuecece cess 45.4 Zeck 44.3 SS GY/ 41.4 30.9 34.3 24.3 
Married, no children ....00....0..... 49.3 66.4 48.2 30.8 35.4 Shy S) S2aL 26.4 
| Married, children** .................. 52.3 67.7 49.6 32.6 46.1 36.5 39.0 30.0 
ALL) HOUSEHOLDS -..:.....<:.20- 50.7 65.7 48.7 B22 42.4 | Son5 36.4 28.4 
| * Each cellis out of 100 percent. 
** Including single people with children, 
TABLE 119 
Frequency Households Mentioned Investment Features to be ‘‘Very Important’’ or 
‘‘Important’’ to Them, by Direction of Total Income Movement in 1961 and 
Expected Direction in 1962, Seven Canadian Cities, 1962 
FEATURE OF INVESTMENT 
Familiarity 
Direction of a Safet Shana! | Safe |Maxi Hed ie a neoe 
Income Movement ¥ ey anes e ear a marae Ms ee Capital | Treat- Company = 
Cases of bility ssured| Current | against Gains ticPilO ati of Policy 
Principal Market- | Return | Return [Inflation 7H ies > piace | Control on 
; ncome and 
ability Investments 
Personnel 
percent* 
1962 expected to be higher 
than 1961 and 1961 higher 
rane O60... cos ee heen cess 826| 82.7 61.0 72.8 BienS 38.9 50.8 45.7 46.0 SS 7/ 
1962 expected to be about 
the same as 1961 and 1961 
about the same as 1960 .......... 1,159] 69.0 46.6 63.8 46.0 26.6 35.5 27.9 29.9 24.3 
1962 expected to be lower 
than 1961 and 1961 lower 
CLETI TITY Oe eee essen aie Ae eee 118| 63.7 38. 1 53.7 45.4 33.0 31.4 33.0 Di2es 20.1 
1962 expected to be higher 
than 1961 and 1961 lower 
EeANMLOGO Ber. feccccssco ct scesverccceiss 202} 58.2 SYD iL 45.4 40.2 29.2 44.9 36.2 29.6 24.5 
1962 expected to be higher 
than 1961 and 1961 about the 
Bene EaA Sel GOO). . 502.02 5c.ce0 ote scves bene 315) 70.8 54.8 63.7 45.1 26.7 40. 1 32.0 38.0 PASSES 
1962 expected to be about the 
same as 1961 and 1961 lower 
Bere OOO ce eaic cccvesees ses oscessscctess 152| 63.2 43.8 53.0 45.7 44.9 40.0 42.4 39. 4 36.0 
1962 expected to be lower 
than 1961 and 1961 about the 
Bameras 1960) ....5.:0<.s0cscer sneceseases 152| 72.6 51.8 Of os 44.1 28.4 44.8 PHifegs: 35.0 19.2 
1962 expected to be lower 
‘than 1961 and 1961 higher 
BEEATN LOGO) cre ccee.cetcsscs 5s ne.scarsicwess 142} 79.3 55.8 ToP- 
1962 expected to be about the 
Same as 1961 and 1961 
Baeher than 1960 .................0..-. 351] 76.0 55.4 73.6 
el HOUSEHOLDS ................ 3,488 a 50. 7 65.7 
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TABLE 120 


Distribution of Households, by Incidence of Major Transactions 
and Direction of Total Income Movement in 1961 and Expected 
Direction in 1962, Seven Canadian Cities, 1962 


Transaction Average per Transacting Home 
N Pur Purchased Rete Net Net 
a = 
Directi f i) House for Purchaser Seller Debt 
Income oh ment = chased Own Occue Moreen of Stocks | of Stocks Net to Total Mem=\) Agata 
Cases| Auto in , Debt in 3 iN bers Head 
1661 6¢ pancy in 1961 or in both in both Worth sset | Income Now (yrs.) 
1962 1961 or 1962 1961 and | 1961 and Ratio 3 
1962 1962 1962 
percent* dollars percent dollars 
1962 expected to be high- 
er than 1961 and 1961 | 
higher than 1960................. 826| 44.4 5.9 Sa/. 4.1 0.9 15,829] 22.1 | 7,014 39 
1962 expected to be about 
the same as 1961 and 1961 
about the same as 1960...... 1,159} 26.9 4.9 4.5 1.5 - 18,583) 12.8 | 4,992 50 
1962 expected to be lower 
than 1961 and 1961 lower 
than 1960 2a rccecercceerrewrnee ss 118; 33.9 1.4 L4 - ~ 22, 388013. 2) 05,270 50 
1962 expected to be higher 
than 1961 and 1961 lower 
thanTlOO On ccrccecsces<secwotuesececss 209 | 32.6 5.0 th AS) ~ 23,728) 12.3 | 5,384 41 
1962 expected to be higher 
than 1961 and 1961 about 
the same as 1960................. S15) S07, 5.8 4.1 0.5 = 12,142) 23.1 | 5,446 41 
1962 expected to be about 
the same as 1961 and 1961 
lower than 1960 ..................+ LSD) es Zen —_ peat - _ 14,316} 16.3 | 4,794 45 
1962 expected to be lower 
than 1961 and 1961 about 
the same as 1960................. 1527s 8.8 7.8 = _ 12,592) 20.5 | 5,648 50 
1962 expected to be lower 
than 1961 and 1961 higher 
thanGWOGO rss .cccccessensiesacsseso ss 143) 22.2 10.7 12.9 ee — 18,075) 18.2 | 6,976 45 
1962 expected to be about 
the same as 1961 and 1961 
higher than 1960.................. 351] 38.0 8.2 7.9 3.5 0.5 21,075) 17.9 | 7,247 
ALL HOUSEHOLDGB............ 3,418) 32.9 if 5.5 4 Davai 0.3 17,536 16.9 


* Each cell is out of 100 percent. 
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TABLE 121 


Distribution of Households Holding Canada Savings Bonds, and Publicly Traded Shares, 
by Their Expectations for Price Levels one Year Hence, and Anticipated Future 
Purchases of the Asset Held, Seven Canadian Cities, 1962 


] EXPECTATIONS FOR PRICES 


Anticipated Diana About 
Future Purchases Gases Higher Lower the lptieneeh Total 
Same 
| 
; percent 
' Canada Savings Bonds 
Holders who: 
Expect to buy more in future oo... cece 927 72.9 Del; 24.7 0.3 100.0 
Don’t expect to buy more in future ................ 135 61.6 _ 35.9 25 100.0 
MV OMGCHKN OW aeerste recat srersnestaccee cits cudiceseesecieceteciccnies 48 88.8 7.8 | 3. 4 — 100.0 
| in 
_ ALL CANADA SAVINGS BONDS HOLDERS .... 1,110 T2k Dg 25.2 0.6 “4 100.0 
f = 
= 
Holders of Publicly Traded 
| Shares who: 
Expect to buy more in future .0.........cccceceeeceeees 290 73.4 LES 24.9 0.6 100.0 
Don’t expect to buy more in future ................ 123 Tok 2.8 24.9 0.8 100.0 
PV ONELGETNO Wate oct c cenanc oo Sess Ecc oe ee es scats scene 25 85.4 — 14.6 _ 100.0 
ALL PUBLICLY TRADED SHARES HOLDERS 446 74.0 | Ls 23.9 0.6 Ve 100.0 
TABLE 122 
Percentage Distribution of Households Within Net Worth Groups, 
by Previous and Expected Future Use of Instalment Credit, 
Seven Canadian Cities, 1962 
[ NET WORTH 
. Previous and No. 
_ Expected Use of of | —$500/ —$1- O- | $1,000 -| $4,500 -| $7,500 -|$10,000-/$15,000-+$25,000-| Over | Unctas- sete 
‘Instalment Credit Cases! or more| —$500 | $999 | $4,499 |$7,499 | $9,999 |$14,999 |$24,999 $49,999 |$50,000) sified cd 
ai percent 
‘previously, expect 
ise in future .............. 689! 6.1 deve 17.5 16.4 2 8.8 Li7 S25, 4.4 1.3 6.9 100.0 
ipreviously, do not 
ect to use in future.. 638; 5.5 6.6 14.8 19.9 8.6 IX5 10.9 15.9 6.0 29 6.6 100.0 
sed previously, ex- 
it to use in future...... 76 —- - 25.5 4.8 23.9 4.5 14.7 4.5 4.2 4.5 13.4 100.0 
sed previously, do 
expect to use in 
REREETe ee ets cceecsicesseccedce 886; 0.8 2.6 20.3 9.8 8.3 5.0 10.6 16.4 9.7 8.4 8. 1 100.0 
ee 1,199} 4.6 3.3 10. 1 13.0 6.3 6.5 11.2 | 100.0 
b tS: . h 100. 
10.8 SUS} | 6.7 5.3 8.8 00.0 
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TABLE 123 


Percentage Distribution of Households Within Total Income Groups, by Previous 
and Expected Future Use of Instalment Credit, Seven Canadian Cities, 1962 


TOTAL INCOME 


| | 
Previous and No. 
Expected Future Use of Under | $3,000 — | $6,000 se 7 Over | ee otal 
of Instalment Credit | Cases $3,000 5,999 9,999 25,000 $25,000 fied 


percent 


Used previously, expect to use 

Ame LUCULe wieretesccere cece ees -sane vercees seen: 689 eS 49.5 29.2 8.9 0.1 
Used previously, do not expect 

tO Se in LULULE Ie. c-cescrecercsecoesven 638 6.2 57.3 Dias 8.3 0.3 
Not used previously, expect to 

USE in FUEUTE..............-crererererevcroes 76 33.5 31.6 32.3 2.6 - 
Not used previously, do not ex- 

pect to use in future .................. 886 23.3 42. 3 22.4 8.7 Tes 


Uinclacaitiedie ce cen ce oe 1,199 al 15.2 48.1 21.5 11.2 11 
AUIA HOUSEHOLDS 2a 3,488 | 15.3 48. 2 24.5 9.4 0.8 


TABLE 124 


Percentage Distribution of Households Within Major Source of Income Groups, 
by Previous and Expected Future Use of Instalment Credit, 
Seven Canadian Cities, 1962 


MAJOR SOURCE OF INCOME 


Previous and Expected No. Wa Seitshise [ noe “ ; 
F U ges, Salari usiness nvestment 
Saheb nhc ae and Other and Meee it and Other enor Total 
| Money Received | Professional Money Income 
percent 

Used previously, expect to 

wuselin future: 2.5 .cs..cccessee: 689 88.6 7.9 1.6 0.9 100.0 
Used previously, do not ex- 

pect to use in future ...... 638 90.4 535 2 25 100.0 
Not used previously, ex- 

pect to use in future ...... 76 85.8 4.5 9.7 100.0 
Not used previously, do not 

expect to use in future .. 886 76.4 3.8 | 8.3 
Unclassified Vi.....<.c01s0-c0sscnss 1, 199 80.8 6.8 4.0 


ALL HOU SEHOLDG............. 3,488 83. 1 4.2 


TABLE 125 


CONSUMER SURVEY 


Percentage Distribution of Households Within Age of Head and Life 


Instalment Credit, Seven Canadian Cities, 1962 


Cycle Groups, by Previous and Expected Future Use of 


Previous and Expected 
Future Use of 
Instalment Credit 


Used previously, expect 
tomusenin. future! ..2-c.css.5.- 
Used previously, do not 
expect to use in future .. 
Not used previously, ex- 
pect to use in future...... 
Not used previously, do 
not expect to use in 
future 


dO eee e eee erereeseeeer essences 


Married— 
Children 


42.3 


39.5 


percent 
2.0 13.7 Sil 
3.7 16.4 24.7 


4.5 


Married— 
Children 


AGE OF HEAD & LIFE CYCLE 


93 


65 and over 


no 
Children 


Married— 


Married— 
Children 


1.3 


3.9 


TABLE 126 


Percentage Distribution of Households Within Employment Experience 


Credit, Seven Canadian Cities, 1962 


Groups, by Previous and Expected Future Use of Instalment 


— 


Total 


100.0 


100.0 


EMPLOYMENT EXPERIENCE 


Previous and Full 5 | Full 5 Less than Less than 
Expected Future Use Years on Years on 5 Years for 5 Years for Unclas- Total 
of Instalment Credit Full Time Part Time Voluntary Involuntary sified : 
Basis Basis Reasons Reasons 
percent 
Used previously, expect to use in 
PAL GUT © Weer eRe eee ea en cco ces necks seveies cassis TAG 0.3 7.4 20.3 0.5 100.0 
Used Previously, do not expect to 
RISOMINGLULULE spose ers oes ccecertccwscensniracs 69.1 0.6 8.5 21.8 — 100.0 
Not used previously, expect to use 
Hay SRE ROS on shot BAAR ERE CUSED CeOeE 57.9 -_ 14.2 27.9 —_ 100.0 
Not used previously, do not expect 
FOMUSE IN LULUTE sic ssccste oss core snes ceees 59.0 1.4 27.9 
‘Uae US Es liga es See 66.5 0.4 17.0 
PIE PHOUSEHOL DS Miccsccsetouscosesssosses 65.9 | 0.6 16.3 
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TABLE 127 


Proportion of Households which Seriously Considered* but did not Purchase 
Selected Types of Assets, Dominant Reason for Non-Purchase, and most 
Frequently Mentioned Year, by Type of Asset, Seven Canadian Cities, 1962 


Seriously Considering, 
Not Purchasing as 


Most Frequently 


Type Percent of Mentioned Time 
of Total Households aa Dominant Reason 
Asset 
i" All Dominant Year ee of 
Reasons Reason Total Years 
=== 


High cost of houses 


THOU SO fee tra te csc se neo asecr alti ceeeeernacuiscelisenees 9.8 iy (including sales tax 
on materials). 


Car too expensive — 
overpriced. 


AUit OMODE es. oeceesevcsecesedeter ee casera ase yeas 7.6 2.6 


Financial 

Financially unable — 

Other BONndSccccceccctteesavanetoerec ores scenes 1.8 be. money needed for 

other things. 

Financially unable — 

SHALES erp tecacivch pac a csceessdcraees nite soete ts 2x5 1.2 money needed for 
other things. 


* To the point of negotiating prices and terms with a dealer or seller. 


TABLE 128 


Distribution of Loan Refusals to Households by Chartered Banks Since June 1957, 
by Reasons of Refusal, Seven Canadian Cities, 1962 


Reason for Refusal Percent 


PEt On teMONeY cP OL CV yee pecs sucare coins Conc orate er ce ceas Gite Nec ase Se TsOARa ee oe hei E Sse aeTEAE OL eo cetaee Cie eee 24.7 
Wacksotesecurity/cuarantee,collateraleswse ste ne icsssssorieeisttee sco eee ee 39.3 
IHSUtfici entiinco me iw ere serecteryse See ee eae eee a Se See e es oh NT odes Seve d a 9.5 
insutfictentidown payment /lackioficjapital ceesees.crdceesieecs moe ee ee ne 2.9 
GCredig@ratingmnotegood enoghycescer eee ccte vat orsece eeses vane treed ook eee eae eave See oT 4.5 
Wouldinowlendiforithis*specificipurposeg. mee cece ee ee 6.6 
POO TES KE rere creters ert tceca er renee coe ecaes tse peer crass Vorsalteek aco iu raio thes sae eee Tee cischole ee 9.8 
COLNE rene 2S ONS ees coe enc ee ete casa eee oo eee Se cee TST RCC eee ate EL RE RE acces cece 9.8 
WA SDOCILICAY mas cneraserevcvenctnesensst tessa scien e Corny eee Pacers rae Pessoa Tse Se SO STEE ene cere ato cect) Te 2.9 
ABA Oy Ro chal ya hn ERPS tein AAR aRecricit ER ERO ee a ase nan Om ey (Orn OOUEWNNL +» GN NT 100.0* 
TODAY AS PERCENT OFFAL LIHOUSEAOL DS 2c. eitisestica easeeed ts ee [ 4.0 


* Percentages add to more than 100% since some respondents gave more than one reason for refusal of bank loan, 
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TABLE 129 


Responses to Selected Hypothetical Changes in Credit Terms of Credit Purchasers 
of Automobiles and Owner Occupied Houses, Seven Canadian Cities, 1957—1962* 


Type of Durable and Ne 
°° change in Pee | eee | pattge |Bapenaive] Other ee 
Terms of Financing ee Perchase cent*** 
this time ab ie ie 
Automobile 
Higher interest rate, monthly payments 5% 

WADING LPOG ees Mire e aia seers sate see OO cae sis) bor srdecaesesecaversos 29.3 18.2 46.6 0.1 a Sa 100.0 
Longer term, higher interest rate, monthly pay- 

PETES MUNCIAN FOC et v.ccsnscscsussscoressocnsr-soctesscosesrebele 15.0 10.3 70.4 OO 4.3 100.0 
20% smaller loan, 20% lower monthly payments.... 17.8 1205 64.7 hs} 0.5 a2 100.0 
Shorter term, monthly payments 10% higher .......... 21.2 19.3 55.5 - 0.9 3.2 100.0 
Lower interest rate, monthly payments 5% 

MOOT Ran AUR oe asoush ciscsscenssoscsccecotanssocseccaeaesenaees sous — —- 89.4 7.4 _ Sh, 100.0 
20% larger loan, 20% higher monthly payments .... Beri iby it 85.9 2.0 1.6 SHy/ 100.0 
Longer term, monthly payments 10% lower............ 0.8 0.3 90.0 Shs) 0.4 az 100.0 
Shorter term, lower interest rate, monthly pay- 

MENESLUM CHANGE O ererersccsste river Asse ap sveietveocoerecasasteeness 1.4 1.0 89.8 2.8 0.2 4.8 100.0 
Owner Occupied Dwelling** 

Interest rate higher, monthly payments 10% 

INURL OTF eo eiecs eee ee tec cobiwcctesinsscinsaneiowissosus sedated ooveisenwets 28.6 17.4 46.4 _ 1.3 6.3 100.0 
Longer term, higher interest rate, monthly pay- 

BIEMUS VIN CIVAN GEG wer. seas ese ccswesssienescselnscsscsseevanes soni 9.6 6.0 USE 0.2 0.7 5.8 100.0 
10% smaller loan, 10% lower monthly payments.... 8.9 6.1 ga 0.8 0.7 6.5 100.0 
Shorter term, monthly payments 10% higher .......... 23.4 13.7 55.6 _ 0.5 6a, 100.0 
Interest rate lower, monthly payments 10% 

MO WICT eet seer gar ace tac cccascesteene ook eeweam ers Geass seusesicesseseus 0.2 = 84.9 8.1 0.3 6.5 100.0 
10% larger loan, 10% higher monthly payment ...... 4.9 1.6 84.7 2.0 1.8 5.0 100.0 

_Longer term, monthly payments 10% lower............ 0.9 ~ 86.7 5.2 dod 6.1 100.0 
Shorter term, lower interest rate, monthly pay- 
PETC SMUN CHANG CU cere nes-vcte:scos;seacesssesseenssates sons ocrens 0.7 0.3 89.1 2.9 | 0.3 6.6 100.0 


* Questions relate to most recent purchase, 
_ ** Changes in terms relate to first mortgage only. 
_*** Base for distribution for automobiles is 31% of total sample; for houses 44% of total sample. 
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TABLE 130 


Responses to Hypothetical Changes in Credit Terms of Credit Buyers of Automobiles, 
by Level of Income, Seven Canadian Cities, 1957—62* 


BUYING DECISION 


Change in Loan Terms; abe No Car s More Exe Un- 
Total Income Cases at this Cheaper psi pensive Other classi- Total 
Time car Ss Car fied 
percent 
Interest rate higher monthly 
payments 5% higher 

Income under $3,000 ...............00 78 28.4 16.3 50.6 — 
$3; 000" —2 5; 9 90 Pec ccecsnecsesveesss 498 34.4 PNP 39.0 - 
$6,000) — 99,999 ii ccds. cnsseneccveteacece 348 26.9 18.8 48.9 0.3 

S10; 0000 —125,000 he eee 143 20.7 9.1 62.9 — 

Income over $25,000 .................- 3 _ _ 100.0 — 

Unelassifiedtertcs ccc cet 8 _ _ 100.0 - 

] t 

AL THOUSEHOIL DS iescniseraeteree: 1,078 29.4 18.3 46.8 0.1 
s| 

Longer term, higher interest rate 

monthly payments unchanged. 

Income under $3,000 19.0 9.5 66.8 — 
$35 000% — 20S; O99) ee coe ccescseeres 14.9 14.4 67.1 — 
$6,000 — 9,999 .........cccccssseroeees 17.0 8.7 70. 1 0.3 

S 105000725, 000 eee Bed 9.7 1.1 83.8 - 

Income over $25,000 ee _ — 100.0 - 

WUneclassifiiedhs. se. .ccccsccssccdecseteserets _ - 100.0 _ 

ALL HOUSEHOLDS ...............02.0000058 15.0 10.3 70.6 0.1 
Loan 20% smaller; monthly 
payments 20% lower: 

Income under $3,000 ................ 78 19.0 11.5 64.8 —_ 
$3,000: = 5 990) ec seats. occcecosses 498 18.3 14.5 61.4 Del 
$6,000 9990 Mire sccstrcseeesces 348 19.5 11.4 66. 7 10 

$1050007— 25/000... 143 13.0 9.5 70.9 = 

Income over $25,000 ................ 3 —- 100.0 - 

Wnclassifiedmess steerer. 8 — 13.2 86.8 _ 

Alc HOUSE HOM DS ercceceter tte: 1,078 L 17.9 12.6 64.9 IS 
Shorter term, monthly payments 
10% higher: 

Income under $3,000 ................ 78 30.5 14.2 50.6 ~ 
$3; 000K — 55,990 eee ec. 498 22.9 23.9 49.0 — 
$6; 000; — 559 990 ees .csies 348 D2 18.5 57.2 - 

S10 000225, 000m eee 143 9.0 9.1 75.4 — 

Income over $25,000 ................ 3 — _ 100.0 = 

Wnclassified perc. etc 8 — 13.2 86.8 — 

ALL HOUSEHOLDBG..................0080 | 1,078 2152 19. a 55.6 ir - 


* Questions relate to most recent car purchased. 
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TABLE 130 — Cont'd. 


Responses to Hypothetical Changes in Credit Terms of Credit Buyers of Automobiles, 
by Level of Income, Seven Canadian Cities, 1957—62* — Cont’d. 


BUYING DECISION 


A No. 
Change in Loan Terms; of No Car Gang | More Exe Un- 


Ch 
Total Income Cases at this pl et pensive Other classi- Total 
Car Car 
Time Car fied 
= oe 
percent 


Interest rate lower, monthly pay- 
ments 5% lower 


Income under $3,000.................. 78 - _ 81.0 14.2 _ 100.0 
$35 O00 R= 55999 Siecreers soceecews 498 _ _ 88.5 8.6 _ 100.0 
FO OOO T= 9999 aivccsctedeee cde ckoees 348 - _ 92.3 6.2 _ 100.0 

10, OOO = 25; 000 ssaaiveovessscvasces 143 — _ 92.3 DD _ 100.0 

Income over $25,000 .................- 3 —_ —- 100.0 _ — 100.0 

WnClassi fied vnc cccdsciecctes cetsees sates 8 - ~- 86.8 13. 2 — 100.0 

AIL HOUSEHOLDS ............0ccscceses 1,078 - - 89.7 7.4 - 100.0 
Loan 20% larger, monthly pay- 
ments 20% higher: 

Income under $3,000 .................. 78 4.7 —_ 81.0 4.7 
$3, 0008" '55999).5...<.0.dcecccsceccees. 498 3.7. 1.4 88.5 1.8 
$6; 000K 95990 eee csc tees 348 10.1 1.0 82.4 205 

S10) OOO F925; 000 recccrrercsrecss- 143 3.5 0. 7 89.2 ~ 

Income over $25,000..................- 3 —- _ 100.0 _ 

Minclassified ic: tsccccccescccecocesnss 8 _ —- 100.0 — 

BISleHOUSEHOIS DS te cerictec ses est ees 1,078 5.8 deel: 86. 2 2.0 
t— 

Longer term, monthly payments 

10% lower: 

Income under $3,000 .................. 78 4.7 - 79.0 11.5 _ 4.7 100.0 
$3,000 — 5,999............cccccceesees 498 0. 7 0.7 88.3 Toe _ 2.9 100.0 
$6,000 — 9,999..............ceceseeene 348 0.3 - 93.6 3.4 13 ibs 100.0 

S105 000R—= 925; OOO Rice cece ccoesencestees 143 = = 94.5 ~ _ 5.5 100.0 

Income over $25,000 ..............000 3 = = 100.0 = = = 100.0 

BONCLASSILIC” | «o.oo. c.csccccssseosseacesen> 8 — = 100.0 - a - 100.0 
ALL HOUSEHOLDS ..................00008 0.3 90.3 5.3 0.4 100.0 
Lower interest rate, shorter term, 
monthly payments unchanged: 

Income under $3,000 ................. _ 90.5 4.7 _ 100.0 
SSP00G, — 5, 999 oes cccetececoccserses 2.2 86.1 4.3 _ 100.0 
$6,000 — 9,999............cccecereseee _ 93.9 0.9 0.6 100.0 

S10, 0005— 25,000. .2.:-ccersccccsesssese _ 93.4 tat = 100.0 

Income over $25,000 ................+ — 100.0 _ - 100.0 

Wnclassifi ede. ccisccccescsssstsccsancvess = 100.0 - _ 100.0 

WALL, HOUSEHOLDS ........0..06..00000000 1.0 90. 1 2.8 0. 2 4.5 100.0 
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TABLE 131 


Responses to Hypothetical Changes in Credit Terms of Credit Buyers of Automobiles 
by Age of Household Head, Seven Canadian Cities, 1957—62* 


j BUYING DECISION 
Change in Loan Terms: Me No Car Cc s More Ex- 
Age of Household Head Ganea at this eeet eae pensive Other 
Time Car 
percent 
Interest rate higher, monthly 
payments 5% higher: 
rid era? Olvears err errcccscsencescetees 168 34.2 20.3 38. 1 
BION, SUSIE ES chon nanecococBancRromnccnaa nC 414 32.8 16.6 42.1 
AQ =5AD EV. OLS Bertier eteescenseaecne ranean? 298 DAY 14.1 58. 1 
BQ" OASY 6 ACS eres cices ec ecene secs nsreaes 175 26.4 24.9 48.8 
65 years and OVE .....-.::010.0c-2s00000e 23 31.4 37.2 31.4 
ALL eHOUSHHOILD Si cececcecnssssasscss- 1,078 29.4 18.3 46.8 
Longer term, interest rate 
higher, monthly payments 
unchanged: 
Und eri 29 vers Giviiss-csssssscevoresssossse 168 20.2 116 67.0 
SOR 90) Vi arsieteee nc esstetsestesesenaness 414 16.9 12.9 64.2 
AQR=249 V.Garsie essere cesvase dine ssccdoss 298 WIGS Seo 77.4 
BOR IO41 VC OLS eectecscccesesseres secre -coseees 175 11.8 10.7 77.4 
O50VEATS ANC OVEN. ciascncessnccatsr.sceess IN 15.0 15.0 69.9 
All HOUSEHOLDS kiccsscciscenscscoes 1,078 15.0 10.3 70.6 
Loan 20% smaller: monthly pay- 
ments 20% lower: 
Wind Grr 29) Vieats saccsescercssesssereessenesers 168 24.6 10.0 62.0 
BO a= SORY COPS) cccctraccccncsscccsosscesscevecs 414 18.6 16.6 57.6 
AQ P7490 VOCALS ears becces soscetees stsveccesns 298 14.0 9.3 72.9 
SOR O4 Ve arsiis.c:.ccssseresessiavskstenas ss 175 14.4 7.9 75.8 
65: years and OVEr .i.c.cs..sssdecssasecesaes 23 31.4 S77. 31.4 
ATIAHOUSEHOMDS ira ccccsscsccccccees 1,078 17.9 12.6 64.9 
| 
Shorter term, monthly payments 
10% higher: 
Und ers 29 Ve ars cccseccnyssescseeueasetsnee see 168 31.0 26.8 40.4 
SO TSOLYV ALG cree etiee cas facet teacr ceeds 414 18.5 20. 3 53.9 
AOI 4 ON VO ALS joie ser old ienssvee cats snontes 298 17.6 14.4 65.3 
5004 VATS o..ccccesscecosere : 56.8 
65 years and over ............ 62.8 


ALL HOUSEHOLDS 


55.6 


* Question related to most recent automobile purchased, 


TABLE 131 — Cont’d. 


Responses to Hypothetical Changes in Credit Terms of Credit Buyers of Automobiles 
by Age of Household Head, Seven Canadian Cities, 1957—62* — Cont’d. 


CONSUMER SURVEY 


BUYING DECISION 
No. 
Change in Loan Terms: o No Car “i =a y Moralles Wane 
Age of Household Head Cases at this alee ae pensive Other classi- Total 
Time sid [ ng Car | fied 
| 
percent 
nterest rate lower, monthly 
mayments 5% lower: 
BNOCTED 9 VEAL Si trc cscs tcccscecertnesosoce 168 — _ 86.6 1252 _ 152 100.0 
ERS OLV.C ATS tec sotuasderatescer thes eaes 414 — _ 88. 7 6. 1 _ 5.1 100.0 
BURA OLVE'ALS ccocecesese.tesicdceoterseseors 298 — - 9L5 5.9 _ 2.6 100.0 
MOR EOALVCANS cot riscesssccscacorsettocoeos 175 —_ _ 90.6 9. 4 — —_ 100.0 
ORV ALS TAN AV OVEL! icccscccsocecessssiece ial 23 - — 100.0 — — - 100.0 
eC EHOUSE HOLDS .),.....0654:025008 | 1,078 — _ 89.7 7.4 43) _ 2.9 100.0 
nterest rate lower, monthly 
ayments 5% lower: 
BIGOTED DLV CATSE ont osccort ces scecécessctsses 168 5.0 0.6 88.2 Dee 2.8 12 100.0 
eee SOLU CALS ett n. cst ccsectnareccveeses 414 8.1 Ry; 80.7 Ls 1.9 6.0 100.0 
ogee A OVC ALS re, ssckctes ts oss cos ssevsases 298 3.6 Ba 90.6 HAG) 0.5 2.6 100.0 
B= (OA VALS ooo coscceesscasvsataeseassceeeus 175 5.4 - 87.7 4.1 1.9 0.9 100.0 
PSEVGALS ANd OVER fl. ..ccccccccsescevaee 23 _ ~ 100.0 - _ _ 100.0 
“| aie 
eee cacuiesises ove 5 6 fh a | 86. 2 2.0 bs 4 100.0 

\LL HOUSEHOLDS 1,078 5 8 | ef [ee 6 3 
songer term, monthly payments 
0% lower: 
BROCTEL OVE ALS occcesavosescstpensceccsienes 168 0.6 IIS; 86.6 re 0.6 a note 
ES OLVCOLUSE creccccescnssstecssecehcsceces 414 1.8 - 88.4 4. = 3 - 
RES DVO OLS ake eiicceslocsssetetaccewsess 298 - ~~ 92.8 3.4 lisa 2.6 100.0 
MOR "O ALY C APS Hiro cscecccesesscdesdcsseccoss 175 _ -_ 93.4 6.6 _ — 100.0 
5 years and over ........... sseseeseeeees 23 -_ — 92.9 Teak = = 100.0 
ee sHOUSEHOLDS  ........0e.ccsces000 1,078 0.8 i 0.3 90.3 Si 0. 4 i: 2.9 100.0 
.ower interest rate, shorter 
erm, monthly payments 
nchanged: 
BENET 29 VOQES 5720. ncccseccss secs soe cosunt 168 4.4 4.4 81.2 6.6 - 3.4 100.0 
PES OV CALS ft ocececdcassss cheese doceaess 414 2.0 0.9 87.4 2.0 0.5 UeP 100.0 
BTA V CALS woceseiocersesscucsotecscesseess 298 - = 93.7 2.0 — 4.3 100.0 
R364 V CALS 8.255.025. 505hsoccscnetessessess 175 — — 97.5 Pdf) - = 100.0 
ISEVEAPS AN OVE .........ccccccososccoes 23 ~ = 100.0 —_ = _ 100.0 
PH OUSEHOLD S) ..s....8e00ec0se0s 1,078 14 1.0 90. 1 2.8 0.2 | 4.5 100.0 
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TABLE 132 


Responses to Hypothetical Changes in First Mortgage Terms of Mortgage Buyers of Houses 
for Owner Occupancy, by Level of Income, Seven Canadian Cities, 1957—62* 


BUYING DECISION 


Change in Loan Terms: of More Exe ‘Un- 
Total Income Cases at this for. pensive Other classi- Total 
al Time ae House fied 
percent 
Interest rate higher, monthly 
payments 10% higher: 

Income under $3,000 ...............++ 83 14.2 16.3 61.3 - - 8. 2 100.0 
$3,000 — 5, 999..........secererereeere 542 S255 16.9 41.9 - 1.3 ‘Tas 100.0 
$6,000 — 9,999...........0cerererereee 621 Rs) 16.8 45.3 — 1.4 Shs 100.0 

$10,000 — 25,000..............2.0.0...09 249 Aefee 20.9 iii - 2.0 Vio 100.0 

Income over $25,000 .............c0006 16 - -_ 70.4 _ _ 29.6 100.0 

UWinclassifiedorecretcctsccccesrereescess 37 13. 1 23.0 45.9 — ~ 18.0 100.0 

ALL HOUSEHOLDS. ..............0.080+ 1,548 28.6 6.3 100.0 
Longer term, interest rate higher 
monthly payments unchanged: 

Income under $3,000 ...............+- 83 10. 1 8.2 100.0 
$3,000 — 5,999...........creresercrees 542 10.6 hE 100.0 
$6,000 — 9,999..............00000000e- 621 10.1 4.1 100.0 

$10,000 — 25,000..............c0eeeeees 249 tes) 3.9 100.0 

Income over $25,000 ...........-.206+ 16 - 9.9 100.0 

Unclassifiedicrscrcssececeseeccees SV 18.0 100.0 

ALL HOUSEHOLDS ...............:s0000 1,548 5.8 100.0 
Loan 10% smaller, monthly pay- 
ments 10% lower: 

Income under $3,000 ................+ 8.2 81.7 ~ - 8.2 100.0 
ce 00 00 eS 2) ee 5.6 74.1 0.6 is 8.7 100.0 
$6,000 — 95999 220-0... ..5.cc.cnccnn 6.5 78.5 11 - 3.0 100.0 

$ 1050008 —1 25; 000K... -s-ccesscecessnnes 4.7 815 0.6 1.4 6.5 100.0 

Income over $25,000 ...............++ = 70.4 — — 29.6 100.0 

Unelias si fi ediicscccccssctesc-scerereranncs st 13.7 59.0 - - 18.0 100.0 

ALE HOUSEHOLDS icv csccscccvessccessess 6. 1 Tif 0.8 0.7 6.5 100.0 
Shorter term, monthly payments 
10% higher: 

Income under $3,000 ................. 20. 4 59. 1 - = 12.3 100.0 
S35 OOO Ra 5 999 ecceccce seus cca caceeess 12.8 45.3 — 0.6 8.7 100.0 
S6F000) 1 95990. co ccccccusccsesecesnss 17.4 55.7 = 0.5 3.0 100.0 

$10,000 — 25,000 .................cs0000 5.4 76. t —_ 0.6 5.9 100.0 

Income over $25,000 ...............6+ — 70.4 - _ 29.6 100.0 

Unclassified tcc. .cccccccscccecscanceses 13.7 54.6 — —- 22.4 100.0 

ALL MOUSEHOLDS on ent 13.7 55.6 = {fos kone 


* Question relates to most recent purchase, 
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TABLE 132 — Cont?’d. 
Responses to Hypothetical Changes in First Mortgage Terms of Mortgage Buyers of Houses 
for Owner Occupancy, by Level of Income, Seven Canadian Cities, 1957—62* — Cont'd. 
BUYING DECISION 
N e 
Change in Loan Terms: ns No House Ch More Exe Un- 
Total Income Cates at this at ae ee pensive Other classi- Total 
Time va: House fied 
i + 
percent 

Lower interest rate, monthly 

payments 10% lower: 

Income under $3,000 ................ 83 - _ 83.7 4.1 — 1253 100.0 
$3,000) — 5,999 toh cccceeiee octet 542 0.6 _ 85.6 4.7 0.3 8.7 100.0 
SO; 000;—" 9,999 oo occ cietrceer cece 621 - - 84.4 12.0 0.5 3.0 100.0 

S1O,OOOT— 25, O00 seetectessesccccees 249 _ _ 86.8 8.0 - Aw 100.0 

Income over $25,000 ............... 16 =- _ 70.4 _ - 29.6 100.0 

Wnclassifiedi eis. 1...) hk ccnccct SY/ - _ 77.6 | 4.4 ae = 18.0 100.0 

Meee OUSKHHOL DS 04... s0c.ccss-000e0 1,548 0.2 - 84.9 bel 8. 1 + 0.3 6.5 100.0 
Loan 10% larger, monthly pay- T 
ments 10% higher: 

Income under $3,000 ................ 83 4. 1 - 83.7 _ _ 2a 100.0 
eS ,OU0ls=) 5,999 tec cece 542 5.9 1.9 82.5 205 15 5.6 100.0 
SO;000;— 9) 900 Wat ees 621 5.4 Ds) 84.0 Desi DOs 3.5 100.0 

SAORO00T— 25,000) ere ccccces 249 1.4 0.6 93.5 _ 1.9 2.6 100.0 

Income over $25,000 ................ 16 ~ _ 90. 1 —_ - 9.9 100.0 

WnclasisifiedWe. cccssrsissteohe veces S¥/ 9.3 o 68.3 _ 4.4 18.0 100.0 

aes 
AICI HOUSEHOL DS. oo ccsssccassssonece 1,548 4.9 1.6 84.7 2.0 1.8 5.0 100.0 
Longer term, monthly payments 
10% lower: 

Income under $3,000 ................ 83 - 87.7 ~ _ 123 100.0 
$3,000) —995;999  cscec.i0s Mache cteecs 542 0.6 _ 88. 1 Shit 0.6 Wes 100.0 
S65000%— 750,000" ae Ae 621 1.6 — 84.4 8. 2 2.2 3.5 100.0 

S107 0007 "25; 000M rere 249 _ _ 90.9 3.9 - 5.2 100.0 

Income over $25,000 ................ 16 - _ 90. 1 = = 9.9 100.0 

WNCIASSINM EM c...ccscccde.ccoscsscadeteccte 37 —- — 73.2 8. 7 — 18.0 100.0 

Ale EHO USEHOL DS. .dccavescsosesse0+-0 1,548 0.9 | _ 4 86.7 Sao iyi ay 6.1 100.0 
Shorter term, lower interest 

tate, monthly payments 

unchanged: 

Income under $3,000 ................ 83 — - 83.7 4.1 — 12.3 100.0 
S35 O00 — 55, 990 ico hesieescsvecesvravs 542 1bS: - i 3.1 _ 6.2 100.0 
$6,000 — 9,999 .........0cccccescsere 621 0.5 0.5 2. 4 0.5 4.9 100.0 

$10,000 — 25,000 Se ccc.cc.cc-ccceess 249 _ 0.6 4.0 0.6 7.9 100.0 

Income over $25,000 ............06 16 - - _ 9.9 100.0 

Wnclassitied io. .cter cnc 37 - - 18.0 aul 100.0 

AE HOUSEHOLDS..........-.-01-+-.-0- 1,548 0. 7 0.3 0.3 6.6 | 100.0 
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TABLE 133 


Responses to Hypothetical Changes in Terms of First Mortgage Loans of Mortgage Buyers of Houses 
for Owner Occupancy, by Level of Income, Seven Canadian Cities, 1957—62* 


BUYING DECISION 


N e 
Change in Loan Terms: ne No House c s | More Exe i Un- 
Age of Household Head Cases at this ouare sabi aes pensive Other classi- 
Time oe “ee House fied 
| i “\f 
percent 
Interest rate higher, monthly 
payments 10% higher: 
Under 29) years fe.ssccsc.ssasesevescence 80 38. 2 31.9 25.6 - 
BO eas SO IV. CALS ete, casscvoceesosceeessee 474 31.7 20.6 42.4 —_ 
AFA OT VE arsicsce cerccrccarosnaseene= 461 26.7 20. 1 47.4 _ 
BOP OA, Vi Cals eoometaresescsteesecesscans 423 28.3 Hata 48.7 — 
65 years and Over?..........2...0s...6« 110 16.6 6.2 66.6 — 
i= aoe 
ALETHOUSBHOED Since. aon 1,548 28.6 17.4 46.4 | = 8 
Longer term, higher interest P 
rate, monthly payments 
unchanged: 
Und eri 29svelarsivcc-crereresceconessnn ss 80 8.5 - 9L5 - 
SOM SOlVearsicrcesce es apecesec ete 474 12.1 10. 3 74.0 0. 7 
AQ W749) years cern ctesccngesrsscsts es 461 5.8 6. 2 80.0 — 
SOP 164 Vy Carsten cteccescccecereecse rene 423 1k 3.6 76.1 = 
65 years and OVET............cc:ccesee 110 9.1 =: 80.3 - 
ALE HOU SEHODDS fi orc.cott keeescseee ip 1,548 9.6 6.0 TESTE 0.2 | 
Loan 10% smaller, monthly 
payments 10% lower: 
Wnder2 Oby ears. cccscc-sscseseonseeks 80 8.3 4.3 78.9 8.5 ~ ~ 100.0 
30: —s3 9) Vearsie her cnccocaesesissves cus 474 8.2 6.4 79.4 Isat 0.7 100.0 
AO) AO) y CATS erssccsetikes ePrice sso usoote 461 9.2 10.6 74.4 _ 0. 7 100.0 
SOP OAL CATSI ces cccn ss ospiserceeecseisns 423 HORS PGi 75.4 _ 0.8 100.0 
65 years and OVET ...........0scceccreee 110 6.0 — 83.4 -_ - 100.0 
ALL HOUSEHOLDS .............0.e000000 1,548 8.9 6. 1 Tilo 0.8 0.7 100.0 
--—- SS 
Shorter term, monthly payments 
10% lower: 
Undere29 years. is.cccsessccsescass sven 80 33. _ - 100.0 
SOU —1SORV EATS oc cesses cseceveseeceese 474 Dis - 1.4 100.0 
AO) 40rv ears (icc. cic ccces-ccsovevorsee 461 19. — 0.3 100.0 
50 aG4tVeats he. cesuclecssecscoseses 423 a2 — — 100.0 
65 years and over 110 15. _ == 100.0 
ALL HOUSEHOLDS 1,548 De - 0.5 100.0 


* Question relates to most recent purchase, 
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TABLE 133 — Cont’d. 
Responses to Hypothetical Changes in Terms of First Mortgage Loans of Mortgage Buyers of Houses 
for Owner Occupancy, by Level of Income, Seven Canadian Cities, 1957—62* — Cont’d. 
BUYING DECISION 
Change in Loan Terms: 19s N 
H ai o House | More Ex- Un- 
Age of Household Head Cases at this eva fon ot pensive Other classi- Total 
Time on House fied 
/ percent 
Lower interest rate, monthly 
payments 10% lower 
MID CCE I ORVE ALS ticsesacacdecussdvcsenseses 80 _ — 87.2 12.8 —_ _ 100.0 
S10) Sa ate eee ee 474 _ - 86. 2 9.3 O23 4.2 100.0 
BOR FOP VOCALS... ecccsoccrerectecseves oes 461 - ~ 86.5 9.1 _~ 4.4 100.0 
OAS CALS He siee Glovers soviveessevses 423 0.8 — 81.7 6.0 0.8 10.7 100.0 
65 years and OvEL.........e eeecesene ce 110 _ a! - 83.2 3.1 = T3a7. +) 100.0 
T 
Ae HOUDSESHOILDS......cs.ceccscccsteess if 1,548 0.2 — 84.9 8.1 (Oh 3! bes 6.5 100.0 
Loan 10% larger, monthly pay- j 
ments 10% higher: 
MnGery2 Oly © af Sree oi s.c.cccecssscosses0s 80 4.3 4.3 87.2 _ 4.3 _ 100.0 
SOM 899) V. CALS -ci5..a00sceederssevssonesoes 474 6.4 5 Bt 86.8 1.4 DD Done 100.0 
ORF OL V CATS 5... ccscsccedsdecersvsdevcns 461 4.8 DEB, 81.8 a7, DAN 5.5 100.0 
DOR NOFA VC OES caicccsscsrerescdecesscessss 423 4.8 1.6 84.8 1.6 0.8 6.3 100.0 
OSryears and OVEF............0:000.0000. 110 — - 84.9 ~ 1.5 13.7 100.0 
Ae HOU SEHOLDS:.........00c.s00ss00s of 1,548 | 4.9 1.6 84.7 2.0 1.8 = 5.0 100.0 
Longer term, monthly payments 
10% lower: ] 
Winderv29 Years: .....5.60.dbsieseceseaess 80 —- ~ 82.9 12.8 _ 4.3 100.0 
BOM—FSO VEOPS. ......cscccnsesstoreet 474 1.4 - 86.8 TBS 2.2 D034 100.0 
PEA EV CARS. oreccccccccsasarccstecs ois 461 0.7 _ 87.9 4.0 0.7 6.6 100.0 
DOE 1O4 VATS Vi ircsccoceccocscscccceceosss 423 0.8 = 86. 1 4.0 0.8 8.3 100.0 
65years-and Over .s.ssccccsssscsecssses 110 | - - 86.3 tz _ _ | 13.7 100.0 
EE HOUSEHOLDS 2.5. s.sccccssnercsees 1,548 0.9 ; — | 86.7 5s 1.1 6.1 100.0 
+ = 
Shorter term, interest rate lower, 
monthly payments unchanged: 
WING OTAIORV.E ALS.) ..5.2.0506cb0siesdoveeese 80 ~ - 91.5 8.5 _ - 100.0 
30) SOR CLE eee ee eee 474 _ 1.1 91.1 2.9 0.7 4.2 100.0 
BON —FAOLViCALS ..5cccisccconsctaasoteoseéos 461 0.7 _ 88.0 2.9 0.3 8.0 100.0 
BOP —=tO4) ViEATS. .........00..eeavdccsessee es 423 1.6 - 88.5 2.8 _ Tink: 100.0 
65 years and OVET ............ses00ere00 110 - — 86.3 —- - 13.7 100.0 
ALE, HOUSEHOLDS jneccutvasteccosssess 1,548 0.7 0.3 89.1 i 2.9 0.3 6.6 | 100.0 
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TABLE 134 


Distribution of Households and their Total Income, 
by Total Income, Seven Canadian Cities, 1962 


Percent of 
No. of Percent of total Total 


Total Income Cases households 
Money Income 


Under $i; O00 ee rccevetecevessec-c-scocovesacnesstercssseceusrosersss 81 2258) 0.2 
$1,000 — 1,999 20.00... .o..ccccvercserevscessvoneresoveccnessss 166 4.8 1.2 
$2,000 — 2,999 ......5....2550.c.0necseseocnrsccccrsceozerennse 284 8.2 3.5 
$3,000 — 3,999 02.2... ..eccreverererersrerere sovenevevecere ee 455 13.0 7.8 
$4,000 — 4,999 coro cnn... cen scracescscorsernverersvsiessennne 663 19.0 14.5 
$5,000 — 5,999 uu..erececeesesereceseceeaceseneserereserenees 566 16.2 14.9 
$6,000 — 9 6,999 on...ni..2...ssscevesencectennconsserseancvcserare 311 8.9 9.8 
$7,000) =" 7,999 Fr .c-no---scccsnccstessenverserrocaso-csonceevene 227, 6.5 8.3 
$85 OOO F= = 99 ao. o ne. cc ccspererocecosecesccessesrancescecnsace Si y/ 9.1 13.5 
$10, 000 — 14,999 ..........ccccere cere scccescersccsesensroeenenere 237 6.8 VEWo. 
$15,000 — 25,000 ................cccsecescccrevcscconsvererecene ns 90 2.6 8.0 
OVETIS 25, OOO etre rer seccecesteeteterecepcesescocceseemmrencsscess 28 0.8 Sk 
Wnclassitiedmrccicc etree ccnecsiscosctscsndscnevenencctneress 63 1.8 — 
ATW sHOUSEHOL DS iirseettecacarcesccncetsccscotasessaasapeesice 3,488 100.0 100.0 
MedianvIincome ireccce- tocar oreo encarta ec seareesecsepsacnornne $5,000 
Me annvEnCOMme rec ree cece conse atten retina ere ree ec cocenenceses ees $5,855 
TABLE 135 


Distribution of Households and their Median and Mean Total Income, 
by Age of Household Head, Seven Canadian Cities, 1962 


Total Income 


Median Mean 


dollars 


Mates Percent of 
Age of Household Head iy Total 


Cc 
oe Households 


Wtvears and tun Ger c...scccscsss cane dace towosteonens cereneesvevens 475 13.6 4,500 4,649 
SOR nS ONY. CATS Ut scscesccelenecscencerscestonesttencostecascoceocesses SB) IU7/92 6,111 
AQMeatA ORY CArstee reeset csco neces. secreccsoen rece oee icons: 5,480 6,441 
SOR TOARY COLSa nso e oc ctest occpcesecscensoneccoasccorererccesorerose 5,000 
OShV Cars ran QlOvienriccrc-scccstcreconceneresencccsascceneserccens b 3,701 


ALT HOUSBHOL DS or ss-wescresecserscssrererepeueenmemarescass 


| 


TABLE 136 
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Distribution of Households and their Total Income, by Life 
Cycle Groups, Seven Canadian Cities, 1962 


| No, of Percent of Here eaROr 
pi ey vote scoup® Cases Total Households zetsl 
Money Income 
++ 
BON gIsingl es peopl 6) -hve essa. cose eke et eeiwes 97 2.8 D0 
Young marrieds with no children .................60006.. 242 6.9 6.4 
Young marrieds with pre-school age 
MULAN OM rrt cnc aestoate ecto eer etre toe see soa tes cases ch cesiebs 561 16. 1 14.7 
Young marrieds with school-age children.......... 445 12, 14. 1 
Young marrieds with teenage children .............. 115 3.3 3.3 
Middle age single people 00.0... ccececeseseceseseseee 186 5.3 3.6 
Middle age marrieds with no children or 
REO WNEUD ECD LIGLEN o.c.ccsteeh See csc susidelecscosececteedihes 558 16.0 16.5 
Middle age marrieds with children at home ...... 955 27.4 SG 
METESINGLE DEODIE 82-80 So .c.css.0cekeceseccsosQhaleeses 76 2.2 1.2 
Older marrieds with or without children ............ 253 7.3 6.7 
Be RH OUSEHOILDS wnt ee rcs iissnee ore ee i 3,488 100.0 100.0 
TABLE 137 


Distribution of Households and their Total Income, by Major Source 


of Income, Seven Canadian Cities, 1962 


105 


Percent of 


No. of P t of Total 
Major Source of Income Ga sc Tica e Total 
oney Income 
—— 
MavesmanGesalaires:,,.e ters mae cee tee 2,884 82.7 82.9 
Business and professional income other than 
WAVESEONGES Al APTOS re eice..coccshee ok scns arb eee osedcuvions 208 6.0 11.5 
Government payments — old age pensions, 
family allowance, unemployment 
SNe, 5 ot See ee One ke, + 2 147 4.2 12 
Other money income — retirement pension, 
rents, income from roomers, etc. .............c00000 136 3.9 2.8 
Investment income — dividends, bank, bond 
BEEMOLLPaAcerint Cre Sti vic, ccc to ccecccucencenooseis caste seens 34 1.0 1,8) 
Other — inheritance, gifts, capital gains 
DONUSES .............;. ‘ beseente's . Deccursceccesstscoteessee ‘ sesceceare 15 0. 4 0.3 
(TEER by il be a et 2 ee Rl A 63 1.8 - 
100.0 100.0 


Distribution of Household by Current Employment Status and by Employment 


Experience of Household Head During the Period 1957 to 1962 
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TABLE 138 
Distribution of Households and their Median and Mean Total Income, 
by Occupation of Household Head, Seven Canadian Cities, 1962 
Percent of ] Total Income 
Occupation of Household Head nes Total 
caste Households | Median Mean 
dollars 
Occupation 

Professiotial ..,.....:.sccecersresssecccecerenessessenenerseeseeees 314 9.0 7,514 9,267 
Business Executive — 

Owner or Mamager .......csecsccseeeserseeconssersseeesenees 389 11.2 8,070 9,538 
Clerical miccs.cescccereccocsatescecsocssseoteunderssscaseatessonssses 452 13.0 5,000 5,518 
Seales eee einai ees onte scene epeertereisesnenesssorarsres= 260 7.4 SBS 6, 184 
Skilled Labour ...........cscccccrcsesscceeverseesereseescserseees 1,220 35.0 4,980 S270) 
Unskilled Labour ........cccsececcsesececcrereneneceneneeenees 356 10.2 4,000 4,043 
Rebel eree er ceccck oacnntesnssoacneowsacaceriactsneresatovswanteens 189 5.4 3, 204 4,140 
COTS oo srascch co bc ERGO CRE IEEE OCOC ORE EEELaSeBOndadoo cnn Oar eaaciean cc 306 8.8 PITH 3,398 

Financial — Other 
Poitvari cl al peeterenccccccosessenecs-cstewsasaecersserenercnancaseasess 45 1.3 7,711 7,820 
CO er ee rere renee oncenieceoosecesmarsccencs Peer ecerensner Ons 2,950 84.6 5, 144 6,068 
UWrclassifieds :ceeeciiccscescctesses secs sccceseavetscsessoncestice 493 14.1 2,640 3,466 
RAO GEOL DS. es 3,488 100.0 5,000 ie 5,855 
TABLE 139 


< t Percent of 
Employment Status /Experience pgs cs Total 
=f Households 
IL sas 
Current employment status of household head: 
Employ €€ .oc.eccccsessscssscsesessescssescseeenstereaessarecosauccanscevecssansnasenanaegsensnssscensssence 2,680 76.9 
Self-employed ............cesesesecesensreccnsesnensnaperenensnacanecsseceverssesessceescenacans cone nesess 380 10.9 
Not in labour force (students, retired, CtC.)..........::seseseeereserertreeereeeeeens 425 12.2 
ATI HOUSEHOLDS eerecr costo ersecvercoeresaereaessateseeasocasusesansvorsvarantccassenssanenerenase 3,488 100.0 
Tae | acme 
Employment experience: 
Employed for full 5 year period: 
On full-time basis OMLY ................:sscsescccsecersccresecerssscescseroserereseccseverers corer 2,297 65.9 
Partly, partly fully.............scsccscsesescsesssscsennssrcssncnessnseesesesconresereeeseeecsserenses 23 0.7 
Employed for less than 5 year period: 
For voluntary reasons .......0cc.c1.-ececcsesesscsvovesessestenecoeteossesrasesosesenecssecssone cess 567 16.3 
For involuntary reaSOms ............:cccsessccscsssesssssececenesens coverevesonssoresscesenene ee 592 17.0 
Win clas SitLe ie ecccererrere oe cree creer ore sentnaacctensecarsasceras scat cemecesenadaccserfietssssencelss . 
24 7 Io 0. 2 
ATG TREO U SES FIOI DD Sagres cree ciec sera ere tore cassnatecsescerseetasensucscsecnsscosrorersuerens(aee E 
: = 3,488 | 100.0 
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TABLE 140 


Distribution of Households by their Total Income and Wife’s Contribution 
to Total Income, Seven Canadian Cities, 1962 


Total Family Income in 1961 (in dollars) 


Wife’s 
Contribution 
ee Under | 1,000 -| 2,000 -| 3,000 -/4,000-| 5,000 -| 6,000 -| 7,000 -|8,000-|10,000-| 15,000- | Over | Um 
Family Income 1,000 | 1,999 |2,999 | 3,999 4,999 |5,999 | 6,999 |7,999 |9,999 |14,999 | 25,000 | 25,000 ere 
1e 
| ee 
percent 

No wife in family... | 69.0] 47.3] 23.2] 16.9 13505) 21332 7.8 2.6 8.9 7.0 523 13.4 | 33.8 | 15.6 
Wife contributes 

MOMNCOME -.......50-¢ 26.4] 27.6] 61.6 | 69.0 70.0} 58.7] 55.8} 55.2! 48.5] 55.5 66.4 SOs) leeds 2. 2a Sak 
Wife contributes 

i 10%. 005.0005 — —_ 152 5.4 IND) 6.1 7.9| 10.6 9.6| 15.8 12.8 29.6 — 6.1 

920%. 82. ecnone - - 3.9 ibs's§ PIG. Gas 4.9 3.9 4.2 SAG 9.1 20.9 — 3.9 

LTT SO 7o.cieiestsc tess - _ So SHE: 6.4 25 6.0 iia 7.6 Sa 1.8 —- _ 4.5 

SSS 2. CAE ee eee _ 4.3 295 0. 8 Del Too) OS elle srt lees 7.4 2.9 =_ - 6.2 

41% and over ...... _ 20.8 2.5 sh ik 3.0 4.5 6.0 8.6 3.0 5.6 1.8 - _ 4.7 
Unclassified............ 4.6 _ — - 0.5 — ileal 0.4 | ~ — _ ~ 34.1 0.9 
ALL HOUSEHOLDS | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 100.0 | 100.0 | 100.0} 100.0 | 100.0 100.0 | 100.0 |100.0 

T rl apa | it, 

Percent of all 

family units ........ Ds 4.8 S$. 245 1330 19.0 16.2 8.9 6.5 9.1 6.7 2.6 0.8 1.8 |100.0 
No. of cases............ 81 167 284 455 663 566 Sr 227 317 235 90 28 63 |3,486 
Median 

Contribution %.... - 63.8 | 24.9 | 20.4 26.1} 21.9} 28.1] 29:0] 29.9] 18.3 iE eels 8.5 - 26.0 

ee 
V — METHOD 
The questionnaire in the survey. Amongst the specifications for the 
A preliminary questionnaire, patterned largely study were the following: 
after the one used in the annual Survey of Con- a. Sample Size 


Sumer Finances conducted by the University of 
Michigan, was prepared for field testing. Revised 
quite considerably on the basis of the pilot 
survey, and augmented by the inclusion of addi- 
tional, untested questions, the final questionnaire 
was 77 pages in length. This length, perhaps 
greater than that of any other questionnaire used 
in consumer research, undoubtedly had an effect 
upon response and upon the quality of replies, 
particularly for households to which a large pro- 
portion of the questions were applicable. The 
questionnaire is reproduced at the end of this 


It was felt that a sample of 1,200 respondents 
would suffice, considering the various sub- 
tabulations which would be required from the 
survey. 
b. The Universe 

While theoretically it would have been prefer- 
able to have had the full universe of Canadian 
families for the sampling frame, practicalities 
led to the conclusion that the universe should 
be urban households in population centres of 
100,000 persons and over. Since there was no 
intention to generalize to all of Canada in the 


appendix. results, this restriction of the universe be- 
Sampling Design came technically acceptable. 

The Dominion Bureau of Statistics provided the c. The Areas Selected 

fundamental guidance and source materials for In selecting areas which would represent the 


the samples which were selected as respondents centres chosen for the universe, account was 
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taken of geographical, socio-political, city 
size and other factors. In accordance with this, 
the sample was selected from Halifax, Quebec 
City, Montreal, Toronto, London, Winnipeg 
and Calgary metropolitan areas. 


d, Strata and Weights 
The sample was stratified according to the 
following variables: 
— owned and rented households 
— home values and monthly rentals 


Under owned households the sample was split 
into values of under $23,000.00 and $23,000.00 
and over, according to the 1961 census. Rented 
dwellings were divided as between those in 
which monthly rent was under $120.00 and 
those in which rent was $120.00 or over. 


It was originally proposed that half of the 
sample of owned dwellings be taken from each 
value stratum. The same allocation of sample 
was anticipated from rented dwellings, that 
is, half of the rented dwelling group from each 
of the two rental value strata, Sampling ratios 
relative to population within centres were set 
up accordingly. In effect, the sampling plot 
was proportionate within city and owned or 
rented categories, but disproportionate within 
the value strata of owned and rented. ‘ence, 
it was necessary to weight the value strata 
when combining data for totals. 


Ultimately, on completion of interviews, it 
was found that the required ratios of owned to 
rented households had not been obtained and 
hence weighting was necessary to bring data 
to appropriate numerical values (52% owned 
and 48% rented households), Similarly, weights 
were applied to adjust the owned and rented 
strata for their weight in the universe. 


A part of the weighting process was occasioned 
by a revision in the basic tabulation plot in 
which net worth values of households became 
the pivotal or prime variable by which other 
data were to be interpreted in a large number 
of tables. 


The following weights were used as multiply- 
ing factors, with different factors for net worth and 
total assets, and for four categories of home 
tenure and income. 
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Net 
Worth Total 
a) Home owner, house value 
under $23,000 3,58 3.40 
b) Home owner, house value 
$23,000 and over 1,79 1,60 
c) Other _ tenure, rental 
under $120 per month 3.54 3.70 
d) Other tenure, rental $120 
per month or more 1,00 1.00 


e. The Sample Selection 

A sample of households was selected by the 
Dominion Bureau of Statistics, from the tapes 
of the 1961 census of housing. This census 
was based on a 20% sample of dwellings. The 
sampling specifications under owned and 
rented and value strata constituted the frame 
of the sample. It was decided that the basic 
sample list should be approximately four times 
the required ultimate sample of 1,200. Hence, 
DBS were asked to select 4,800 total addresses, 
It was also decided that the sample of house- 
holds used in the census of housing would not 
be employed directly, but for the purposes of 
this survey we would contact the household 
next door to the address selected from the 
census lists. 

Names were listed and forwarded to McDonald 
Research Limited, who in tum set up inter- 
viewing sequences in a manner which would 
insure that, with differential response rates 
from area to area, there would be a minimum 
of bias incurred by the use of only a part of 
the originally selected sample. 


The Field Procedure 


Following the pilot testing of the interviewing 
schedule, an assessment was made of the degree 
to which non-response would necessitate call- 
backs and the augmenting of the original sample 
list to meet established minimum number of inter- 
views per city. 

The Technical Field Director of McDonald Re- 
search Limited conducted personal interviewing 
instructional sessions with field staff in each 
area. Following these day-long sessions, inter- 
viewers completed one interview each and then 
were gathered again for a discussion of the 
problems met and methods of their selection. 


Call-backs were made on all non-residents at 
least three times. Due to this procedure it was 
felt that no special call-back formulas needed to 
be employed to adjust for this potential bias 
factor. 

As each interview was completed, it was reviewed 
by field staff supervisors in each area, then 
forwarded to the Toronto office for processing. 
Interviewing for the project was undertaken in the 
fall of 1962 and in the first two months of 1963. 


The Processing Methods 


a. Editing and Coding 

The retumed interviews were first edited in 
great detail. This editing procedure was much 
more lengthy and complex than was anticipated. 
The two major problem areas were(i) the amount 
of mortgage debt on owned homes and (ii) 
‘‘the amount could withdraw now’’ for con- 
tributors to employee pension plans. Because 
personal net worth was the key variable in a 
large proportion of the required tabulations, 
it was necessary to evolve a method of accu- 
rately estimating amounts in these two vital 
areas. Followingisa description of the editing 
procedures which were followed, 


(i) Mortgage Debt on Owned Homes 

In the questionnaire, home owners were 
asked how they financed the purchase of 
their houses. Those who used one or more 
mortgages, including any existing mort- 
gages assumed at the time of purchase, 
were aSked the original amount of each 
loan, the terms (or remaining term on an 
existing loan), the rate of interest, the 
periodic payment, whether payments in- 
cluded taxes and, if so, how much. 

The basic procedure was to estimate mort- 
gage debt outstanding at the time of the 
survey from this information, using mort- 
gage tables. The questionnaire did not ask 
how much debt was outstanding, but in 
some cases, owners provided this informa- 
tion voluntarily. 

Problems arose from incomplete informa- 
tion, renewals, refinancing, open repayment 
conditions, prepayments and late payments. 
Where possible, estimates were made on 
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the basis of whatever of the above informa- 
tion was provided, other information provided 
in the questionnaire, including whether the 
lender was an individual, the family was 
the first owner, the time of purchase, the 
estimated current market value of the 
house, annual property taxes and house- 
hold income, and known lending practice. 

A sizeable number of questionnaires were 
subject to the latter editing procedure. 


(ii) Withdrawable Pension Funds 

A considerable proportion of respondents 
who reported being contributors to employee 
pension plans ‘‘did not know’’ the amount 
they could withdraw at the time of the 
survey. 

The amount of withdrawable contributions 
depends upon the accumulation of contri- 
butions and regulations pertaining to their 
withdrawal. The former are usually estab- 
lished as a fixed percentage of current 
earnings. But, as many pension plans have 
been established only in recent years, 
there is sometimes provision for older em- 
ployees to contribute at a higher rate to 
extend their pensions to cover back service. 
Age of contributor was therefore recognized 
in making the estimates. Age was considered 
for another reason as well. Only 1961 in- 
come was available for use in inferring 
contributions. Persons with the same 
earnings in the one year, but quite dif- 
ferent in age, are likely to have different 
earnings histories. Thus the 40-year old 
salaried at $5,000 per year probably has 
had a lower average annual salary than the 
25 year-old receiving the same salary. 
Respondents were asked to indicate whether 
on severance they could withdraw less, 
the same, or more than they had contributed. 
The unknown amounts were estimated using 
the ratio of reported withdrawable amounts 
to 1961 income for contributors who had 
participated in a plan for close to the same 
amount of time; who could withdraw “‘less’’, 
“the same’’ or ‘‘more’’ than they contrib- 
uted, whichever was applicable; who were 
roughly of the same age; and whenever 
possible, had roughly the same income, 
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In cases where the respondent, in addition 
to not knowing the amount of pension credit 
that could be withdrawn, did not know 
whether it was less, the same or more than 
he had paid in, a selection was made on 
the basis of the typical relationship for 
contributors of similar length of partici- 
pation in their plans. In odd cases where 
earned income for 1961 was not known, it 
was taken as family income or a high pro- 
portion of it. Where withdrawal privileges 
were expressed in terms of monthly pay- 
ments, the withdrawable amount was 
treated as zero. 


b. Computer Processing 
Once edited and coded, the information was 
key-punched onto IBM cards preparatory to 
IBM computer processing. The selection of net 
worth as a key variable in the tabulation plot 
necessitated the utilization of two separate 
sample sizes in the report. After editing, when 
the amount of any asset or debt was missing 
in a return the household’s net worth could 
not be determined. These returns were omitted 
from any tabulation involving net worth. To 
increase comparability with the basic tables a 
number of other tabulations also were based 


on the ‘‘net worth’? sample. 
Tables 1A—16A show the characteristics of 


the unweighted sample, the weighted full 
sample, and the weighted ‘‘net worth’’ sample. 


Survey error 

A survey of this kind is subject to three main 
types of error: (1) sampling, (2) non-response, and 
(3) response error. Sampling error occurs simply 
because the sample does not include all items in 
the universe. This survey in effect is based upon 
a two-stage, stratified sample, resulting in four 
strata within which sampling was largely unre- 
stricted (there was some clustering). Variance for 
the total sample then is the weighted average of 
the variances of the four strata. No attempt has 
been made to determine variance for any of the 
values presented in the tables below. Error from 
non-response arises when designated respondents 
are not interviewed, and they differ in some 
systematic way from those who are. To obtain the 
1,221 respondents calls were made on approxi- 
mately 3,000 addresses. As noted earlier, if 


required, at least three call-backs were made on 
all non-respondents. This procedure it was felt 
obviated the need for applying call-back formulas 
to adjust for bias from non-response. Response 
error occurs when the reported value of a statistic 
is different from its actual value. This requires 
more comment. 

Response error can arise from any of four 
sources; the questionnaire, the respondent, the 
interviewer, and the processing of the observa- 
tions. Some questions were clearly too difficult 
for many respondents to understand, non-uniform 
usage for some financial terms could cause mis- 
interpretation of some questions; questions requir- 
ing opinions and judgments can be answered by 
those who but for the survey would have no view 
on the question; the attitude that the information 
is personal can produce voluntary response error. 
The field staff was comprised of experienced 
interviewers, but the survey was the first on this 
subject to be conducted by the research firm. 

Perhaps the salient point about response error 
is the length of the questionnaire (77 pages) and 
the variety of topics covered. Interviews lasted up 
to four hours, averaging about two hours. However, 
field staff reported that generally, if a household 
agreed to be interviewed the willingness to co- 
operate endured throughout the interview. Never- 
theless, findings of the American study of re- 
spondent error referred to earlier suggest that 
when few topics are covered relatively high accu- 
racy can be obtained, while asking for many items 
of information tends to reduce the accuracy of 
each item.° 

Minor discrepancies between statistics are to 
be found within and between tables due to round- 
ing. Differences up to + 2 units, or + 0.3% may 
occur between totals for distributions and the sum 
of their parts. Slightly larger differences occur 
between the values for statistics in Tables 33—- 
62 and 68 —82 on the one hand, and other tables 
because in the former rounding is the nearest 10 
units. Other minor differences in values occur 
between certain tables because some statistics 
were shown for both the ‘‘net worth”? and the full 
sample, 

Comments on the quality of the data also 
appear in section I - BACKGROUND 


3. Lansing et al., An Investigation..., p. 5 


SAMPLE CHARACTERISTICS 


TABLES 1A TO 16A 


TABLE 1A 


Seven Canadian Cities 
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eee EEE a WHER oe. 
ALL RESPONDENTS TOTAL PULISSMP LE) une 
TOTAL 
TOTAL 
1221 100% 3488 100% 3216 100% 
City: 
19 NY ei 9 oleic aos ek nr ee ee So PAG 98 2.8 96 3.0 
SASS peg O16 7 Mi BA ah et 01 kona a Pen 69M bn, 21S meen One 198 6.2 
Montreal! Saree, srs eens Sere ees diss Bi Bhcaceacttt 489 40.0 1394 40.0 1263 39.3 
BLOLONt ON teat ae. tee tots cette eee ose eee ee occ te reece hbo Rectcccads 410 33.6 MLOSTES 156 LOZ TSS 
oa Nn ce Ay re 44 3.6 141 4.0 13200 44 
WER Seema. eee Me eet eee. ieee eG elo voneee 109 8&9 334 = 9.6 319 9.9 
(COUGH ale nobel aa ieete an tetanic: eR sn ae aes a Oe SHS 198 a7: 187 5.8 
ee Cone sul 
TABLE 2A 
Assets Held by Household 
UNWEIGHTED -- WEIGHTED 
ALL RESPONDENTS TOTAL on Gates LE Meauneea: 
TOTAL 
1221 100% 3488 100% 3216 100% 
SOPRA LOMOD IL © See e SE 5 ho coca lacdosssuswevarivectonsso te emetees 843 69.0 2278 65.3 2136 66.4 
Own one or more durables purchased in past 5 years... 963 78.9 PHIM Wf) 252) 78.4 
MSwhvhome family living invest ceetteisesscssssocoesecssceovene O27: 4 BUSS Gye 1672 52.0 
Own summer home or other residence ..........:cccceceseseseceee 122 10.0 299 8.6 2M E 8. 4 
Own other real estate other than home or other 
BOSTOEN CE nerrcrrrccoest er cocrsccstse ment Ree e Te sisesauiatceccrr ents notes 114 9.3 PR Yl AIAG 275 8.5 
Own or have interest in unincorporated business. ........ (Me 6.3 198 Sif 139 4.3 
Have chequing or savings account..............ccecesesepeeesrers 1143 93.6 320 O21 2962 92.1 
Have balances in foreign banks ............:cecssccecessseceseceers SOme2.s 80 2.3 64 2.0 
RENE UIC T neasneneenectoseanans SaCeRAe i OCR CE NOI DEEP 462 13.2 444 13.8 
wa Canada Savings Bonds. ...............cccesccsossssesesseoreers 424 34.7 1110 31.8 1017 gS 126 
STRAT EEED KS Fenda poet URSA SS le hepa oP 91 7.5 189 =5.4 164 Sat 
Have mortgage or personal loan owed to them.............. 89 87.3 200 5.7 186 5.8 
Own shares in mutual funds, investment trusts or 
ENVIS S CVE ACI UD Sierra oe tee terest < esecscs oes ocsbenasenensnannssconersssevine 104 8.5 240 6.9 PRL Vero) 
Srmnepuplicly trad ed: StOCK ..22.20s-.50<..6000060s090enennapseccosoceponone 202) 1635: 446 12.8 404 12.6 
Have life insurance ................ Rae Neca aieees MiiesenSocsapeatosieyeders 995 81.5 2787 80.0 2599 80.8 
Paying into annuity or voluntary retirement plan.......... 103 8.4 263099755 242 a5 
through employment and 
ee me oe nese 485 39.7 1328 38.1 1252 38.9 
MELO SE 15) CA ETUSE 6.0. cccace esses se seescsoosduesabesansoraseonecose so 27 2.2 50 1.4 46 14 
Own or have interest in professional practice .............. 33.27 62 18 54. 17 
Own or have interest in privately owned corporation .. 58 4.8 122. 3.5 90 «2.8 
Other life insurance plans including Credit Union ...... 658 53.9 1842 52.8 1729 53.7 
Special savings plans, Christmas Club...............c00000 S87 sel 231 6.6 213° 6.6 
Account with brokers or employer, etc. ...........cc:cceseeeee 83 6.8 178 5.1 167 5.2 
ancl assified ...............0.. Ue co aiunnd stecitoaereccichecsveisworceccescesteess 6 0.5 if 22 0.6 P45 0.7 


Note: Percentages add to more than 100% since some respondents hold more than one asset. 
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TABLE 3A 


Liabilities of Household 


UNWEIGHTED WEIGHTED 
NET WORTH 
ALL RESPONDENTS TOTAL PU Gea SAMPLE 
—————— TOTAL 
1221 100% 3488 100% 3216 100% 
ri T 
IN ORAS Ue erent ena ueoaes serreceienerenstecevenscesenwee 485 39.7 1391 39.9 1270 39.5 
Mortgage debt only .......cccecscesescseseretseeetsereersaeesesesenerereiees DEYN SREY) 644 18.5 588 18.3 
Instalment debt ONLY.........c.csececcceetetereretetensteneresecerereeeeecors 188 15.4 539 15.5 511 15.9 
Non-instalment debt only ...........cccceccsesesesesecerereeeesreseeeeerees 67 BAS 189 5.4 176 5u5: 
Mortgage debt and instalment debt 00... ceesessteeeeeees 116 9.5 355 LOZ 327 10°92 
Mortgage debt and non-instalment debt ...........eccreerees OleeosO 157 4.5 155 4.8 
Instalment debt and non-instalment debt............:cceerees SY/ 3.0 106 3.0 103 32 
Mortgage debt and instalment debt and non- 
instalment debt .......cccccececereceseeecssesceecenerecaesrerenerereeesenecs 36 2.9 105 3.0 86 2 
2) 
TABLE 4A 
Age of Head of Household 
i UNWEIGHTED WEIGHTED 


NET WORTH 


FULL SAMPLE 


ALL RESPONDENTS TOTAL SAMPLE 

TOTAL TOTAL 
1221 100% 3488 100% 3216 100% 
DOMviearsvan Gnd CL). cr.decde cuss eerscaavorr a enev accursed armed oneteions 159 13.0 475 13.6 446 13.9 
SO ast SOV CALs ote ereressuecunerasaaicassacuyanstseshiostsecetensweneronereee 337, 2/26 968 27.8 916 28.5 
AQ Tt AO Vi ALS per dince eate ees tate taro roan eaecetesacsneitutens soatbanenessis 301 24.7 842 24.1 TT2, P2430 
BO OAL VC ALS mratncesete tenes teoreseiens see aan seagnececonetetre se eanacetnmaine ce 315 25.8 WKS) DISK 788 24.5 
O51 y.carsrand \OVeLr i 5. ere tcesee eset stews sector euomeaceuesenecs 109 8.9 323 9.3 292 9.1 
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TABLE 5A 
Stage in Life Cycle 
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UNWEIGHTED WEIGHTED 
NET WORTH 
ALL RESPONDENTS TOTAL PED tals SAMPLE 
TOTAL 
TOTAL 
1221 100% 3488 100% 3216 100% 
NOUN EASING! EMPCOPLE ceria ce oer oeecever ceeds colon ieee dle viecietn neon 29 2.4 97 2.8 93 2.9 
Young marrieds with no children .0...... oc ccccececesececesesesere 88 7.2 242 6.9 226 7.0 
Young marrieds with pre-school age children................ 1925 507, SO lOc yas Pema Novy 
Young marrieds with school age children ...............0.0.... 154 12.6 445 12.8 424 13.2 
Young marrieds with teenage children... 39 3.2 TS 3.3 10 Shas 
Middle age single peoples 2). c.ic.ceccccssscccsesssssesecescccrseceeee 62 5. 1 186 Sao 162 Sw) 
Middle age marrieds with no children or grown up 
RTL SMM reeset sence ctcnes cote etoeas (a Rete et voce veas betes sbesarei me osebeis 203 16.6 558 16.0 498 15.5 
Middle age marrieds with children at home..........0.0000.... 342 28.0 95592754. ohh he P47 els: 
BSUGeTESITN Cl Osp COPLEC iceacecseccrssuisi ccs sions sciscssnseicicescoussarecovs 4s 27 2. 2 76 2.2 61 1.9 
Older marrieds with children at home ..............cccccseeseseee 4 0.3 9 F053 6 0.2 
Older marrieds with no children or grown up 
eee cag OPH SaAROAR Se EPCE RL SUSIOAO NCE SET COOTER TORE eee oon Enea 81 6.6 244 #7.0 220 ea: 
zi 
TABLE 6A 
Employment Experience of Head of Household 
UNWEIGHTED WEIGHTED 
NET WORTH 
FULL SAMPLE 
ALL RESPONDENTS TOTAL SAMPLE 
TOTAL TOTAL 
1221 100% 3488 100% 3216 100% 
t J} 
Employed for full 5 year period: 
Gnptuilatime bass only Wastes seen clicoetess cotesss ates coeve de 841 68.9 2297 65.9 2113 65.7 
OneDartacime! DASIS ONLY Pers.c.s..; ites cestcscosescerccectnocesevocese 3 0.2 8 0. 2 Se 1073 
ule and part time Dasis ooo... ecdeesseddese senses Teri Os6 1S 0.4 14 0.4 
Employed for less than 5 years: : 
BOPVOLUNTAPY TEASONS OM1Ys.,...f.c:ececnnecssacestennntiacccsvonses 188 15.4 567 16.3 520 16.2 
FOTBIN VOLUN CATVETe A SONSLONL Ye) .5-5., cssecacsse-Sesvshe sv ecosssexeosee 16 1352 523 se los0 498 15.5 
for voluntary and involuntary reasons ...............::0:0e 19 1.6 69 2.0 60 1.9 
PRPC NAS SULT OCG se cess cou ssais eee sae ste Nek Setekeoae CTO Meet esta vas ae eT vss 2 0.2 Uf 0.2 Sh (hal 
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TABLE 7A 


Occupation of Head of Household 


UNWEIGHTED WEIGHTED 
FULL SAMPLE NET WOR! 
TOTAL SAMPLE 
ALL RESPONDENTS TOTAL TOTAL 
1221 100% 3488 100% 3216 100% 
z a | 
ProfES SiON Aliscecsoesdec rece cacseeeossecevecssowabenscesswersacssienecanareeasere Sy/ 3016 314 9.0 290 9.0 
Business Executives — Owners, Managers ..........:00:+0 GV Sah 389 11.2 339 610.6 
CLeric al eres ettt iolicnasascraeatestcccstenessss sanetemeneases is} SRS! 452 13.0 418 13.0 
Sal Sern en Leetonne rseupanebuinesencacciies swesstrsmaciocnans 88 Uo? 260 7.4 233 Vet? 
Mii Ved te AbDOULe ec csste csc ecc tec rrtees sec senesensessorersass scwssnocgasseeere 394 32.3 1220 35.0 11515 35.8 
Unskilled Labour ...........0cccesssscssescsscescsccesccevnserccccscsoesererees 109 8.9 356, 1052 33 11053 
PETE SAAS [eas ee acc ede acacia ccd socceaaancnoo acnAsdo:vaSdacoaccgnoads60qce 63 5.2 189 5.4 176 BY) 
Otero eer ce Mea necevencaersatetcosereasscnessespecanssst wos 98 8.0 306 8.8 275 8.5 
UWinclassitve dimeric rccccrccences teens ccteneeuatec nv acssvescnsonsadecc secs | 2 0.2 3 0.1 See 
TABLE 8A 
Type of Employment of Head of Household 
UNWEIGHTED WEIGHTED 
NET WORTH 
ALL RESPONDENTS TOTAL pas SAMPLE 
TOTAL 
1221 100% 3488 100% 3216 100% 
+————_—— 
Eiemiploy. 6 ics.c.cuiese dedeenseecen avecatess costev avec cles aucse.ceareeshodnsncsteunes 913 74.8 2680 76.9 2523 78.4 
Self-employ ede. Fon..c.s.cievsccimisceossrcsteteceeraces couserselsvissoccseseosess NGyal We 380 10.9 295 9.2 
Notiintlabour force sercccrccsenes cece eitt inca sorese ct ooestevseesocecssseses TSSieeleles 425, 1222 388 12.1 
Employee and self-employed (major income as 
EMPLOY SE ) esd cerca esecere eee ter seen seve sous teassscusareecosvens 7 0.6 12 0.3 8 Os: 
Self-employed and employee (major income as self- 
CMPLOV EA) eres cnccecetees ss ttemres enero sceetaetertasn cies sneseestaserente arene 2, 0.2 3 0.1 
Accountants and auditors in Financial Industry only .. 10 0.8 2A 0.6 
Accountants and auditors not in Financial Industry .... 18 1.5 47 1.4 
Occupation in Financial Industry only ............cceeeeeeeeeee 22 1.8 45 143 
Occupation in Non-Financial Industry...................cceeee 1033 84.6 2950 84.6 
Unclassified... sc. tterccas cot catenes co teeet os sncccastelecssspeumeeeesere 138 11.3 425 12.2 
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TABLE 9A 
Total Household Income 


UNWEIGHTED WEIGHTED 
NET WORTH 
ALL RESPONDENTS TOTAL ¥ wae LE SAMPLE 
TOTAL 
1221 100% 3488 100% 3216 100% 
WA CETES OOO Rereten toes aarare vancetaenser eee ceeseteiccsioseeerssacesedeseweness 23 1.9 81 253 72 2.2 
SOOO seme OOO Week at emtene eres ce tov scasccate cvccavecareccasceedsies senses 47 3.8 166 4.8 156 4.9 
2A O0 OF Wee OOO Me re itooceetcastsccscanctssyavsnerchoecsscncscorssove 79 6.5 284 8.2 261" "1881 
SHOU Oars O90 Bact reree ete crac ovens casevecatesecesewesaiccssswercccenwenset 129 10.6 455 13.0 418 13.0 
SAN OOO FFAS 9 OO ene rete acess cccecen tans caus coubabvelsdeasvevsevsseeads 189 15.5 663 19.0 615 19.1 
S55 O OO ew ONO OO rere aetet cceacesucsesvousseveusssecesGrasaroceseuesace 164 13.4 566 16.2 52 F1559 
DOLOOO PMO 0 OOM eterna ocean viet erceccaossecewssnrmessastieesnotese 135 te Srl 8.9 291 9.0 
SO OO BM 19 OO ete se eee etc cn ccedeusscuasestcneedesencvsesdaserecsnesese 100 8.2 227 6.5 235 Ths 
PS pOOO n=O OOO IE ae tiecetcte cc ccedweescecshedsveseeansesrsvaescevereoees 152 124 Sly, 9.1 298 9.3 
Bet OOO el AO OO tenet en tenet ccocerecccseessccsssscscesaceddcwsccessvevers 113. 9.3 237 6.8 Pass 7.0 
OO OM — B25 5 OOO ietrrtecete tater se scescaccsesvecsserccececee soso cneraceussen 49 4.0 90 2.6 75 Dd 8} 
LO VETED 2 5 OOO eter reas el ae tetra senses svsiiseoces sostesccssestensnesesccesoseriacsies 16 1.3 28 0.8 25 0.8 
18 ee be Bee ae care eee ee ee 25°20 63 18 | 32° 1.0 
TABLE 10A 
Major Source of Income 
UNWEIGHTED WEIGHTED 
NET WORTH 
ALL RESPONDENTS TOTAL Nee SAMPLE 
TOTAL 
1221 100% 3488 100% 3216 100% 
‘| 
PV ARSSMANG ES AL ALLO Seriiss. cor ere ee. ee soto tev sna vscnvecesosonetacetenseass 999 81.8 2884 82.7 DTU S43 
Business and Professional Income other than Wages 
BNGBSANATL CSOs ciarcte cecoc eet toes cseotontrts causccustedseacenes teens wise 88 Woo 208 6.0 174 5.4 
Government Payments — old age pension, family 
allowance, unemployment insurance ..............:...:0ce000 42 3.4 147 4.2 138 4.3 
Other Money Income — retirement pensions, rents, 
income from roomers, boarders, Ct. .........ccecececeseeeeees 47 3.8 136 3.9 121 3.8 
Investment Income — dividends, bank, bond and 
PCE Sg TN IES adele aaa og eon) PO 1450 et 34 81.0 27 = 0.8 
Other — inheritance, gifts, capital gains and 
DONnUSeS: Lee. es. 5 OTE: ; SRST isc oes ceecsascoreaneesceaes 6 0.5 15 0.4 13°'*0..4 


Berea SU ERE CNT ooo aoc oa csnres ccsccescuacneecenslessescospadcrassssnsnssebse. 25 2.0 63 L8 ik 32 1.0 
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TABLE 11A 


Wife’s Contribution to Total Household Income 


” UNWEIGHTED WEIGHTED 
be NET WORTH 
FULL SAMPLE 

ALL RESPONDENTS TOTAL SAMPLE 

TOTAL TOTAL 
1221 100% 3488 100% 3216 100% 

| 
No wife in family — divorced, single men and 
women, widows, separated............ 177. 14.5 543 15.6 482 15.0 
Wife contributes: nothing to family income................... 699 57.2 2025 58.1 1867 58.0 
1 SOA 5 Rasnesten coon esoeces oroeadendindia. ccesnneoscnbecnotnan. coctdancck 81 6.6 PXaNS} (S2! 209 6.5 
DDO oreo cce cc sceteperatecnescesednsetebsccsccscetesasemonnanaupews ne 50 4.1 135 3.9 134 4.2 
Bib ee SOG occ ren EPEC. oder Soc one eocr BES OE DO MOLE INCE OOO oc Geno 55 4.5 159 45 155 48 
B5L es ZOGA 2. ceiecnbecorectonttocs ndcaceepepccsesebudb0 )coosEID. ibcoodaace 85 7.0 215 6.2 199 6.2 
Aly SO) Oper oaks csetecs Cas eteedae el em iss one acer senses suecematea sve 48 3.9 119 3.4 113, 335 
BOO Soto aicscrcvestrcdocacnseebesti css ciieetivelcnecersarrurasatecceaeeouss 6 0.5 17 0.5 13 0.4 
le ae O omerres ca ance cccre cece mest res staMimreasssoteaseesecstecctcemsnscsse ) ObY 10 0.3 10 nOnS 
Fla SO ome tor eca ec ctet ivan csapceer es honiats vasneer ooereteccrereneeassoinces 2eeOn2 7 0. 2 ign Ong 
ST a OO Tam eica sien scecstenors coterapad ccce obeds ac Sesssacsatsccersstactaceesss 3 0.2 11 0.3 11 0.3 
On CNOA aenechertapbecsosccrocce dncdoco sc. doocbos pore doceastrT ooocBnGun 12 0.9 33 0.9 16 0.5 
TABLE 12A 
Number in Household 
oa 
UNWEIGHTED WEIGHTED 
ie 
NET WORTH 
ALL RESPONDENTS TOTAL ee ee SAMPLE 
TOTAL 

TOTAL 

1221 100% 3488 100% 3216 100% 
a 

OMS eae, Beteccs heer ehec crs cavassed desMbenesene se hoaaesyicsnnae ueatvere one stoke ov les 105 8.6 337 9.7 296 9.2 
4 DLO Rane odor COREE OCLC EEE EE Sa ETS CEL ae ecnoem aaeeone ecndotos 3232025 916 26.3 832 25.9 
BB eh eel =h Be Aetna ecco a ORI BEARER otc iasdcr bec ocks dae DER etiecd once nincnsdeeser: 243 19.9 691 19.8 661 20.6 
mous Mevavcnd esse ote aloes: Tose aneves sxeckaw haces ae a vieswevs Hacausbotvasesenemeesterese 266 21.8 LSS) e216 690 21.4 
Five AROSE EER BOC: OER OC COREE HEROS CORE PERCE Ci Cc DUDE EISERTS CME RCAC REG 153. -12.5 418 12.0 393 12.2 
Se SEAS SOC BIR Ono CAIN CERRO Hous ncoss sche a ecudoh SearaenGa noc eereSsOc Ro neCCoe 80 6.6 228 6.5 PANG) eS 7 
Seven <A re SRR BEES POORER SRO OPUSESLL DEO CEEEE ECE EE COOLER EEE 24 2.0 74 2k 67 Zou 
EL a Gee carapace eae tes eee cache teas Noss tetas ncanereuescedasee sence decaeoeeettrane 14 1.1 35 1.0 30 860.9 
INGEia Gp cgc cd etese pees vaio bch h cen oo REISE NOD SE OO TSR 7 0.6 20 0.6 16 «60. 5 
PT CM VOR SMO LOR ot onc vo cace car scdas os Becees save see nee Fee seai ssa paves on ot ooee a cave 6 0.5 15 0.4 15 10:5 
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TABLE 13A 


Employment Experience of Wife 
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UNWEIGHTED WEIGHTED 
ALL RESPONDENTS TOTAL FULL SAME LE esnec es 
TOTAL 
TOTAL 
1221 100% 3488 100% 3216 100% 
a 

INORG INP AStEOLY CATS. ...c.0ebeves snc ccsttttevessccscvccsesescsvectsceesesess 623'a75)1.0 1786 51.2 1644 51.1 
WUnderi6;months employment %......222...c..c.ccsesceesccccecssecesese 25 2.0 IES 252 749) Oe 
Gi— EMONLNS EMPLOY MENA. ..c...t7issssccesasee seve sscecectese coeters 31 2.5 88 205 84 2.6 
H2e— A 7EMONENS EMPlOY MEHEL.5,.<.05....000.-screcsnesesenaterdeoas sess IAS 2.0 76 ID) 70 22 
Si — SSLMONIHS, CMPLOYMENEM ......eeee.cccsrencrocdecsccseedecevccavees 18 1.5 41 We) 42 153 
Ba — 2O5months: employMentts.......f2.. cause deecesscdhccasecetecsueee 21 1.7 68 1.9 61 1.9 
SOn—=(SotMONthS CMPlOYMENCEA)......ce-cocsceccocosscnesercssdecseevessve 18 15 49 1.4 47 Ss 
BOr— 4 brmonths employ MENEM ssn... evseccsscceosstvorcsenedeostessscnd 32 2.6 94 24) 94 2.9 
AQ y— 47emonths remploymenteOs,,.:.5.Ri.dicvccccssscas-eseeteeteceeess S057 16g OSS 15882055 
ASe— Ssemontits Employ MENtey,.5...tedeseseosvevsudssnsacccdtstessevees 34 2.8 84 2.4 79 2.4 
S47 — SOeMONthS EmplOYMENEL .....-Ros-.c.csecesecescssoonecesseteonese 13 ea 41 152 41 1.3 
PUB OSV CALS CMPLOVINENE ..c.c..coscssvsstsessserseocsceresvecssaserssercss 98 ~=«8.0 247 =7.1 226 §@67.0 
Unclassified — including widows or no wife ............... i PU fics PISS 82:19523.5 740 23.0 


TABLE 14A 


Major Assets of Household 


UNWEIGHTED WEIGHTED 

NET WORTH 

ALL RESPONDENTS TOTAL ghee cs SAMPLE 

TOTAL 
1221 100% 3488 100% 3216 100% 
Bank ‘Deposits — Credit Union etc.’ ............:..ccccorsssreeeeees 287 02335 876 25.1 3238 225.0 
SARAGAESAVINGS BONS nc. Siateesecss eoeeleencseserecguscess sce eteteesess 36 2.9 86 2.5 84 2.6 
BPEIVFOTMESON OS Wits scsccocetesiseecte ste Rare eon Mtv ovdscoscbebscssoodbateesecers 10 0.8 25 mmOei7, 24 0.8 
Share in Mutual Funds, Investment Trusts, Clubs........ 10 0.8 21 0.6 21 0.7 
PROTEUS APES oe oc ccceossdeisvecamtettisesse stat reoterescecddorsvessttdeesaenees 17 1.4 42 lo 41 Ls 
BILGE CS tay SUOGCKS Gs coc core decsncrs teeta tavusschaetecsssccsevetssvecssBodsstucvesd 31 2.5 66 1.9 59 1.8 
Brera MICSEALEE Motes c.c concer eisasess ieee itocescteratesesscsocvetsncssvotedsvesosess 44 3.6 95 2.7 86 PNG 
Myumer Operated Busines oiir..ssc.lcteteccsocosccccececasctecetooanens 53 43 1235 3.5 107° ~3.3 
Bete fot Pl B85 is sisdon scene sencdsst toseseseterte See ene, <> See 102 8.4 288 68.3 261 81 
Bnterest in) DrustS OF EXStatese .n... fesse. cccsssscdevevscctesevonccons 4 0.3 7 0.2 odie Use 3 
BeInT LVAD WELLING treet erect ccctesere -ovtecesccavececcocvecessscooes 553 45.3 1639 47.0 1509 46.9 
Summer Homes or other Properties.............cccceceseeeseceneeees 19 1.6 36 1.0 30 «=6—0.9 
NMOL AORN he fo Sao saya doses accodoabe sens 55 45 182 5.2 164 5.1 


120 ROYAL COMMISSION ON BANKING AND FINANCE 
TABLE 15A 
Major Liabilities of Household 
| UNWEIGHTED WEIGHTED 
“| NET WORTH 
FULL SAMPLE 
Ss TOTAL SAMPLE 
ALL RESPONDENT TOTAL seer 
1221 100% 3488 100% 3216 100% 
+— —+— 
Banks lo cmirscree lie scot aire seceteece cae oceera et stievosseresssycasserssah ses 70 Beri 164 4.7 150 4.7 
Pinance Company cesraccme rescectasrecctenenesscecscensinscecnuseetecsnces- 97 ~=2—72.9 290 8.3 276 =68.6 
Credit Union or Caisse Populaire ...............c:0ccseceeeeereeees 21 id) 68 1.9 63 2.0 
Wife InSuranCe COMPANY cecstececsssvovssoscre-osesenssecsseresencenrece ee 4 0. 3 8 0.2 8 0.3 
Private indivi dial Sieiecc res tersnceaseeeecsteectosecsstaenerseconmsecesoess 13 veal 36 1.0 33 1.0 
Medicaltor dental d ebtrceccireecnercocntsedsvececsvetsscccercasenswaesns 21 1.7 64 1.8 58 1.8 
Debit balance with stockbroker ..................cssscesosesereseeers 3 0.2 6 0.2 6 0.2 
Mort eagendebtien.crcccsteceracstocnccrecetasesetessrerecccsensscseeosssssnessee 430 35.2 1225 eaSonL 1149) 3557 
NOMAD LILLe Seer eer ren center ceer ere ce ces ed edocs ccnesacatoss ss 485 39.7 1391 39.9 1270663935 
Otherloany Sources GED srese cer srcenen cs cececcitenscss cosereanvasrs 66 5.4 200 ip ?/ 184 Spi/ 
UnclasSifiedie nr cecrccteiecere cetera ssc nenstas cases senecenccsseneacencns 11 0.9 34 1.0 19 0.6 
TABLE 16A 
Net Worth of Household 
UNWEIGHTED WEIGHTED 
NET WORTH 
ALL RESPONDENTS TOTAL sicelgaey tat SAMPLE 
TOTAL 
1221 100% 3488 100% 3216 100% 
= S SOOLOLEIN OLE ea ere oe ers eee ener ae ees ins gcecacear ore eae and oe i 45 Su7 139 4.0 134 4.2 
= © 1 COR — SOO Nera we saeco aos oT oe wae cae TU as ON ssa we TET 50 4.1 155 4.4 149 4.6 
OF act hoe -CORRCE A ac AA ESR AS acct ROC CASLC EERE a rR ERD arr eaeee 27 Dae 100 2.9 96 3.0 
s1e— QO ee Peer rac ceca TESTOR Rea Sah eis hE 157 12.9 510 14.6 490 15.2 
S 15000 FFA9 Gee oh eee hee reat dies 178 14.6 520 14.9 SO 7538 
OY CET OO) Sma fr: Who ee aoe snty a ane ESOL ECCS Oe Ee eccen ane 110 9.0 326 9.4 335 10.4 
AYALA OT OY coo A010 9180 VSR Bese rn On ea CR eee eee, ee 58 4.8 173 5.0 180 5.6 
$10; O00 R— 145090 oe ea Meee oS ors eae cause cee raiaves heen ae 124 10.2 377 =10.8 302 ai 2s 2 
S15 OOO B24 OOO ea reac RPE saree ee saeco eb seicon Beau aceee 164 13.4 463) pilosa 49 1, 41573 
$25 000 2249-99 Oe ees rc tices oS Nae ose es Soest ees 101 8.3 234 6.7 249 the) 
SSO S00 CROGIMORC a oicsace neces ee ae 91 Hels 183 Sas 193, 9620 
Witches Sifter ea More cere rosie econ acs ecnow chee tee aa Saree ied Z 116 9.5 306 8.8 - - 
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McDonald Research Limited 
Project No. 2-2022 
ROYAL COMMISSION STUDY 


INTRODUCTION: Good“ ssrivalows srflani_o) Deteorin | cofMcDonald Research. We are 
conducting a survey for the Royal Commission that has recently been 
established to advise the government in certain economic fields. 


I would like to interview both you and your husband/wife together. Would 

that be convenient at the moment? 

IF “‘NO”’ — Could I make an appointment fora time which would be convenient 
to both of you? Thank you very much. 


IF APPOINTMENT MADE FOR FUTURE DATE RECORD 
TELEPHONE NUMBER SO THAT APPOINTMENT CAN BE 
CONFIRMED. 


INTERVIEW INTRODUCTION: 


This study is of great importance to the Royal Commission and the government, 
and could ultimately result in benefits to you, the consumer. All the information 
you give us is added together with that of many other respondents. It is then 
tabulated and all answers take the fom of statistics. For this reason your name 
and address is not required, and all information given to us is completely 
confidential. 


SECTION | 


CLASSIFICATION DATA: 


1. First I would like a few details of your household to help us classify your answers. 


IF 
MARRIED 
MARITAL NUMBER RELATIONSHIP TO 
FAMILY MEMBER AGE SEX STATUS OF YEARS HEAD OF HOUSEHOLD 


HEAD OF HOUSEHOLD 


HOUSEWIFE 


OTHERS (SPECIFY) a ee ee 


FOR EACH ADULT FAMILY MEMBER 18 YEARS OF AGE AND 
OVER, ASK THE FOLLOWING QUESTIONS ABOUT EMPLOY- 
MENT. 


2. What is the length of time you have been employed during the last five years — that is since 
BULLY Ist, 1957. 


This reproduction differs from the original questionnaire used in the intreviews only in that it does not contain the full amount of 


Space used for recording answers to questions or listing of assets and liabilities. 
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3. How much of this was full time employment? 

4. How much of this was part-time employment? 

5, And how much have you been unemployed and seeking work? 

(Involuntary unemployment? ) 

6. How long were you not working and not interested in finding employment? 
(Voluntary unemployment, e.g., studying, retired, unpaid illness, leave 
of absence, etc.) 

7. How many different jobs have you had during the past five years? 

(i.e., how many employers or companies) 


RECORD THE ANSWERS TO QUESTIONS 2-7 UNDER THE 
APPROPRIATE COLUMN BELOW. 


Cohars Q. 3 Q. 4 Q. 5 Q. 6 Q.7 
NO. OF MONTHS 
EMPLOY ED MON THS MONTHS MONTHS MONTHS NUMBER OF 
f DURING FULL-TIME PART-TIME UNEMPLOYED UNEMPLOYED JOBS DURING 
FAMILY WEMBER PAST 5 YRS. EMPLOYED EMPLOYED INVOLUNTARY VOLUNTARY 5 YR. PERIOD 


HEAD OF HOUSEHOLD 


HOUSEWIFE 


OTHERS (SPECIFY) 


| ASK HEAD OF HOUSEHOLD: 


8.(a) What is your present occupation? 


If Retired, Ask: 


(b) What was your previous occupation? 
9, And in what industry or type of company do you work? 


10.(a) Are you a paid worker, or are you self-employed? 
PAID WORKER [_| SELF-EMPLOYED [_~ 


lf Self-Employed, Ask: 
(b) Do you own your own business or a partnership in a business? 


OWNER [! PARTNERSHIP [. NO [__ 


If Owner or Partnership, Ask: 
(c) Is it incorporated 
YESue ONOV ey 
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| ASK HOUSEWIFE ONLY: | 


11.(a) Are you working? 
WESule iy GENO. fe 4| 
If ‘‘No’’, Ask: 
(b) Have you worked at any time since marriage? 
VESUaeNO, i | 
If ‘*Yes’’, Ask: 


(c) Was this during the past five years? 


YES [] NO [] 


ASK THIS SECTION OF HEAD OF HOUSE HOLD: | 


12.(a) Our next question relates to your opinions about general business conditions. Now speaking of 
prices of the things you buy, do you think that a year from now they will be higher than at present, 
or lower than at present, or do you think they will be about the same? 


HIGHER [_ 1 LOWER [ ]2 ABOUT THE SAME [_] 3 


(b) Why do you think this? (PROBE) 


REAL ASSETS AND ASSOCIATED DEBT 


ROYAL COMMISSION STUDY 
SECTION II 
CONSUMER DURABLES 


We would like to know whether you or anyone else in your family owns any of the following items. We are 
asking just now about your family ownership and not about any business you may own or with which you 
may be connected. 


AUTOMOBILES 


1.(a) Do you or does anyone in your family own an automobile? How many? 


NONE aid 
ONE Lay 
TWO mas: 
THREE OR MORE (14 


| IF “NONE” GO TO QUESTION 5 
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(b) Is this/any of those cars owned by a self-employed person? 
VESHiN” ONO Ee 
If ‘‘Yes’’, Ask: 


(c) How many? 


(d) And of these, how many are used for business purposes? 
FOR EACH AUTOMOBILE OWNED, (QUESTION 1(a)), ASK 
QUESTIONS 2, 3, AND RECORD IN APPROPRIATE COLUMNS. 


2.(a) What is the make? 
(b) What is the model? 


(c) What year is it? 


(d) When was it purchased — that is, what year, what month? 


RECORD ANSWERS TO QUESTIONS 2(a) TO 2(d) IN 


APPROPRIATE SPACE BELOW. 


Q. 2(a) Q. 2(b) Q. 2(c) Q. 2(d) 


PURCHASED 
MAKE MODEL YEAR YEAR MONTH 


2s 


3.(a) (HAND RESPONDENT CARD #2) Which of these methods was used to pay for this car? 


| IF “LOAN’’, ASK QUESTIONS 3(b) — 3(h). | 


(b) Over what length of time was the loan taken? 


(c) What was the principal amount of the loan, excluding finance charges? 


(d) What were the total finance charges — that is, how much was added to the principal amount 
of the loan? 


(e) What was the rate of interest on the loan? 
(f) What is the amount of the monthly payment? 
(g) How many payments are left to be made? 


(h) What was the source of this loan — that is, was it made through a bank, finance company, 
credit union or just where? 


RECORD ANSWERS TO QUESTIONS Xa) — 3(b) IN 
APPROPRIATE COLUMNS BELOW 


Q. Ka) Q- 3(b) Q. Xe) Q. 3(d) Q. Xe) Q. 3(f) Q. Xe) Q. 3¢h) 
METHOD OF LENGTH PRINCIPAL FINANCE RATE OF MONTHLY PAYMENTS SOURCE 
CAR PAYMENT OF LOAN OF LOAN CHARGES INTEREST PAYMENTS LEFT OF LOAN 
1 ————_—_—_—__— —_____ §__ §____._— |G 


2 a en alt 
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OF CAR MOST RECENTLY PURCHASED WITH AID OF 
LOAN, ASK QUESTION 4. 


4. Financial conditions can have different effects on credit. First there can be a tightening up on 
credit restrictions, or there can be an easing of credit restrictions, and both these things can 
affect you in various ways. First I would like you to think about a tightening up on credit 
restrictions, and as I read you some of the possible effects this tightening could have had on 
your loan, could you tell me what difference this would have made upon your decision to 
purchase this car? (CAR MOST RECENTLY PURCHASED WITH LOAN) 


(a) If the total dollar finance charges on the loan had been higher, and you had been required to 
pay 5% more per month, over the same number of months, would you have: 


BOUGHT SAME CAR ia 
BOUGHT CHEAPER CAR Cl 
NOT HAVE BOUGHT CAR AT THAT TIME [_] 
OTHER (SPECIFY) a 


4.(b) If you had been required to borrow 20% less, thus having to make a larger down-payment, and 
been required to make monthly payments that were 20% less over the same period, would you have: 


BOUGHT SAME CAR | 
BOUGHT CHEAPER CAR ity 
NOT HAVE BOUGHT CAR AT THAT TIME [_| 
OTHER (SPECIFY) (ae 


(c) If your monthly payments had been 10% higher, because you were required to pay the loan off in 
a shorter period, would you have: 


BOUGHT SAME CAR fe 
BOUGHT CHEAPER CAR as 
NOT HAVE BOUGHT CAR AT THAT TIME [| 
OTHER (SPECIFY) BB 


Now, thinking in terms of an easing of credit restrictions, and the effects of this, could you tell 
me what difference this would have made upon your decision to purchase the car? 


(d) If the total dollar finance charges had been lower and you had been required to pay 5% less 
per month, over the same number of months, would you have: 


BOUGHT SAME CAR fa] 
BOUGHT MORE EXPENSIVE CAR ie 
OTHER (SPECIFY) (al 


(e) If you could have borrowed 20% more, thus making a smaller down-payment, and had been 
required to make monthly payments that were 20% more over the same period, would you have: 


BOUGHT SAME CAR 
BOUGHT MORE EXPENSIVE CAR 
OTHER (SPECIFY) 


bye 
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(f) If your monthly payments had been 10% lower because you had been permitted to pay the loan 
off in a longer period, would you have: 


BOUGHT SAME CAR zz 
BOUGHT MORE EXPENSIVE CAR ‘cu 
OTHER (SPECIFY) we 


Thinking now about a couple of these points from a different angle — 

(g) If the total dollar finance charges on the loan had been higher but this had been offset by an 
increase in the number of monthly payments, rather than by an increase in the amount of the 
payments, would you have: 


BOUGHT SAME CAR Te 
BOUGHT CHEAPER CAR fey 
NOT HAVE BOUGHT CAR AT THAT TIME [_] 
OTHER (SPECIFY) les] 


(h) And if the total dollar finance charges on the loan had been lower but this had been offset by a 
decrease in the number of payments, would you have: 


BOUGHT SAME CAR haul 
BOUGHT MORE EXPENSIVE CAR teal 
OTHER (SPECIFY) [| 


INTERVIEWER: NOTE HERE RESPONDENTS’ ATTITUDES AND COMMENTS TO THIS QUESTION. 


IF NO ONE IN HOUSEHOLDS OWNS A CAR, ASK QUESTION 5. 


5.(a) Has anyone owned a car within the last five years? 
YES 72a NOw a 
If ‘*Yes’’, Ask: 


(b) What years were these cars owned? _____—ittoo 
to 


ASK THE REMAINDER OF THIS SECTION OF ALL HOUSEHOLDS. 


6.(a) Has anyone in the household ‘‘seriously considered’’, to the point of negotiating, that is, talking 
prices and terms with a dealer, purchasing a car during the last five years, and decided to 
postpone the purchase? 


VES) | NOW 
If “‘Yes’’, Ask: 
(b) When was this? YEAR___ Ss MONTH 


(c) And why did you decide not to purchase at this time? (PROBE) 
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(d) IF FINANCING NOT MENTIONED OR MENTIONED BUT NOT EXPLAINED: 
Were there any difficulties arranging finance? What? Why? 


7.(a) Does anyone in your family drive a company car — 
YES 2aMueno? fy 


that is, a car supplied by their employer? 


If ‘‘Yes’’, Ask: 


(b) How many cars would that be? 


8.(a) Does anyone in your household rent a car? 
YES"); ENOR | 
If ‘*Yes’’, Ask: 


(b) How regularly is this/these car(s) rented — that is, on what basis — daily, weekly, 
monthly or just occasionally? 


LIST ANSWERS TO QUESTIONS 8(a) AND (b) IN APPROPRIATE 
COLUMNS BELOW. 


Q. 8(a) Q. 8(b) 
PERSONS RENTING CARS BASIS OF RENTAL 
i. 
2. 


9.(a) Were you or any members of your family making payments on instalment loans, that arose from the 
purchase of cars, not now in your possession, at the end of 1961? And the end of 1960? 


ASK QUESTION 9(b) AND 9(c) FOR EACH YEAR PAYMENTS WERE 
BEING MADE AND RECORD BELOW. 


(b) What was the amount of the monthly payments? 


(c) And how many payments were left to be made at the end of ? (YEAR) 
Q. 9a) Q. 9(b) Q. 9(c) 
OUTSTANDING LOANS AMOUNT OF PAYMENT NUMBER OF PAYMENTS LEFT 


DEC. 31, 1961 [_] $ 


DEC. 31, 1960 [_] $ 
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DURABLE ITEMS 


10.(a) Does your family own a which has been purchased during the last five years? (MENTION 


EACH ITEM LISTED) 


— 


ASK QUESTIONS 10(b) — 10(n) FOR MOST RECENT PURCHASE 
OF EACH ITEM. ASK QUESTIONS (b), (c), (1) AND (m) FOR 
EARLIER PURCHASE OF EACH ITEM OWNED. RECORD 
ANSWERS TO THESE QUESTIONS IN APPROPRIATE COLUMNS 
ON PAGE BELOW. 


—— — | 


(b) What year did you buy your iy 
(c) And in which month? 


(d) Was it new or used when you bought it? 
(e) (HAND RESPONDENT CARD #3) By which of these methods was your ————___ paid for? 


IF ANSWER TO QUESTION 10(c) ‘‘“REVOLVING CREDIT 
ACCOUNT’’, ASK QUESTION 9(f). IF ANSWER TO QUESTION 
10(e) ANY TYPE OF “INSTALMENT LOAN’’, GO TO 
QUESTION 10(g) — 10(n). 


(f) (ASK FOR ‘‘REVOLVING CREDIT ACCOUNT”’’) Does this account cover other items? 

(g) (ASK FOR “INSTALMENT LOAN’’) What was the amount of the loan excluding finance charges? 
(h) What was the length of the loan? 

(i) What was the total amount of the finance charges? 

(j) And what was the rate of intereston the loan? 

(k) How often are/were these payments made — that is, are they paid monthly or weekly, or just how? 
(1) And what is the amount of such payment? 

(m) How many payments are still to be made? 


(n) What was the source of this loan — that is, was it made through a bank, finance company, credit 
union or somewhere else? 
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CHECK BELOW EACH DURABLE ITEM NOT OWNED BY THE 
FAMILY. THEN FOR EACH ITEM NOT OWNED, ASK QUESTION 
11(a) AND RECORD ANSWERS IN APPROPRIATE COLUMNS ON 


PAGE BELOW. 


11.(a) Within the last five years have you ‘seriously considered’’ to the point of negotiating with the 
seller, purchasing a____ and _ decided to postpone the purchase? 


| FOR EACH “‘YES” TO QUESTION 11(a), ASK (b) AND (c). | 


(b) When was this? 
(c) And why did you decide not to purchase at this time? (PROBE) 


IF FINANCING NOT MENTIONED, OR MENTIONED BUT NOT EXPLAINED 
(d) Were there any difficulties arranging finance? What? Why? 
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12.(a) Were you or any members of your family making payments on instalment loans, that arose from the 
purchase of durable items of the kind we have just been discussing, that are not nowin your 
possession, at the end of 1961? And the end of 1960? 


ASK QUESTIONS 12(b) AND 12(c) FOR EACH YEAR PAYMENTS 
WERE BEING MADE AND RECORD BELOW. 


(b) What was the amount of the monthly payment? 


(c) And how many payments were left to be made at the end of ? (YEAR) 
Q. 12(a) Q. 12(b) Q. 12(c) 
OUTSTANDING LOANS AMOUNT OF PAYMENT NUMBER OF PAYMENTS LEFT 


DEC. 31, 1961 [|] $ 


DEC. 31, 1960 [ | $ — 
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OTHER FAMILY EXPENDITURES 


ASK QUESTION 13(a) FOR EVERY ITEM LISTED ON PAGE BELOW. 


13.(a) Have you, or any other member of your family, paid for any of the following items on any type of 
instalment loan since JUNE 1957? 


FOR MOST RECENT ITEM RESPONDENT HAS PAID FOR WITil | 
AN “INSTALMENT LOAN”’ SINCE JUNE 1957, ASK QUESTIONS 
13(b) — 14(b). FOR EARLIER PURCHASE OF EACH ITEM PAID 
FOR BY THIS METHOD ASK QUESTIONS (b), (i) AND (j). 
RECORD ANSWERS TO THESE QUESTIONS IN APPROPRIATE 
COLUMNS ON PAGE BELOW. 


(b) What year and month was the most recent time that you paid for your____ (MENTION EACH 
ITEM WHERE “INSTALMENT LOAN”’ USED) by this method? 


(c) Was this loan negotiated through a bank, a retail store, a finance company, a credit union or any 
other way? IF ANY OTHER WAY: Which way? 


(d) What was the amount of the loan? 

(e) What was the length of the loan? 

(f) What was the total amount of the finance charges? 

(g) And what was the rate of interest on the loan? 

(h) How often are/were these payments made — that is, are they paid monthly or weekly, or just how? 
(i) And what is the amount of each payment? 


(j) How many payments are still to be made? 


14.(a) Now, thinking about the instalment loan(s) we have been discussing in relation to cars, durables, 
and other family expenditures, do you expect to use this kind of loan in the future? 


VES PL NOS. 
(b) Why do you feel this way? 


| 
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15.(a) Were you or any members of your family making payments on instalment loans, that arose from the 


purchase of any of these durable items, not now in your possession, at the end of 1961? And 
the end of 1960? 


ASK QUESTIONS 15(b) AND 15(c) FOR EACH YEAR PAYWENTS 
WERE BEING 4 ADE AND RECORD BELOW, 


(b) What was the amount of the monthly payment? 


(c) And how many payments were left to be made at the end of ? (YEAR) 
Q. 15(a) Q- 15(b) Q- 15(c) 
OUTSTANDING LOANS AMOUNT OF PAYMENT NUMBER OF PAYMENTS LEFT 
DEC. 31, 1961094 $ 
DEC331,-1900— (4 $ 


ROYAL COMMISSION STUDY 


SECTION II 
HOME OWNERSHIP 


HOME RESIDENCE 


16. Does your family own the home you are now living in? 
YE Sa) wee NO a! 
| IF ‘‘YES”’, ASK QUESTION 17, OTHERWISE GO TO QUESTION 26. 
17. Are you the first owner — that is, was the house new when you bought it? 


YES- (Mj NO.s [ee 


18.(a) What would you estimate is the present market value of this house? $ 
(b) What are your annual property taxes? $ 


(c) Are local improvement taxes included? 


MESti) INO [| 
If ‘‘Yes’’, Ask: 


(d) What is the amount of the local improvement taxes? $ 


19. When did you buy this house? 
YEAR =. 25 sMONTH 


20. And could you tell me why you decided to buy your present house when you did? (PROBE) 


138 ROYAL COMMISSION ON BANKING AND FINANCE 


IF HOUSE 3OUGHT SINCE JUN® 1957, ASK QUESTION 21(a), 
OTHERWISE GO TO QUESTION 22, 


21.(a) Apart from this present home, have you bought any other homes for the use of your own family 
since JUNE 1957? 


— 


YES) js) ING ime, 


IF ‘‘YES’? FOR EACH HOUSE PURCHASED, ASK QUESTIONS 
21(b) AND 21(c) AND RECORD ANSWERS BELOW. IF ‘‘NO”?, 
GO TO QUESTION 22. 


(b) When did you purchase this house(s)? 


(c) Why did you choose this particular time to purchase this house? (PROBE) 


Q. 21(b) Q. 21(c) 
YEAR MONTH REASON FOR PURCHASE 


First house 


Second house 


Third house ese eee 


22.(a) Have you made any major repairs, replacements or improvements to your present house during the 
past five years — that is, anything costing $100. or more? 


ml 


YES [o) “NOWe# 


IF ‘‘YES’’, 4SK QUESTIONS 22(b) — 22(e). If ‘‘NO”’, GO TO 
QUESTION 23. 


(b) (SHOW CARD #4) What type of repairs, replacements or improvements did you make? Was it any 
of these, or something else? 


LIST BELOW IN APPROPRIATE COLUMN AND FOR EACH 
ONE MENTIONED ASK QUESTIONS 22(c) — 22(e): 


(c) When was this done? 
(d) And what was the cost of that? 


(e) Why was this particular time chosen for your repairs for 


(MENTION IMPROVEMENT 


MADE) 
Q. 22(b) Q. 22(c) Q. 22(d) Q. 22(e) 
TYPE OF REPAIRS WHEN DONE COST OF REPAIRS, REASONS FOR REPAIRS, 
IMPROVEMENTS, ETC. YEAR MONTH IMPROVEMENT, ETC. REPLACEMENT OR IMPROVEMENT 


VS eae $ 
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23.(a) Now could you please tell me how you financed the purchase of your present home? Which of the 
following method or methods did you use? (READ LIST AND BE SURE TO GET ALL METHODS 
USED — THAT IS, COMBINATIONS OF LIST BELOW, IF ANY.) 


METHODS 
USED 
Cash plus existing mortgage i} 
Cash plus one mortgage ea 
Cash plus two mortgages [| 
Sale of other house nee 
Sale of securities keg 
Sale of other assets (specify) lal 
LJ 
Cash ] 
Other methods (specify) fist 
a 


IF ANY TYPE OF “MORTGAGE” MENTIONED, ASK QUESTIONS 
23(b) — 23(f) FOR EACH MORTGAGE. IF MORTGAGE NOT 
MENTIONED GO TO QUESTION 24. 


(b) When you bought the house, what was the amount that you borrowed? 
EXISTING MORTGAGE $____—s—sMs XwFIRST MORTGAGE $__ SCM SECOND MORTGAGEE } crn. 


(c) Did you borrow from an individual, or not? 
FIRST MORTGAGE: YES |_| NO [_] SECOND MORTGAGE: YES [] NO [_] 


(d) What was the term of the mortgage(s)/remaining period on existing mortgage? 
EXISTING MORTGAGE $___—Ss—s FIRST MORTGAGE $__—S—C SECOND MORTGAGE $ 


(e) What is the rate of interest? 


EXISTING MORTGAGE______+_+=« % ~+~=FIRST MORTGAGE _____——S %:~SXSECOND MORTGAGE_____% 


(f) What is the amount of the monthly payment? 


EXISTING MORTGAGE $______ FIRST MORTGAGE $ _______ SECOND MORTGAGE $____ 
(g) Does this include taxes? 
YES [|] No[] 
If ‘‘Yes’’, Ask: 
(h) How much? 
EXISTING MORTGAGE $________——s FIRST MORTGAGE $________s~ SECOND MORTGAGE $ 


IF SECOND MORTGAGE TAKEN — QUESTION 23(b) — ASK 
QUESTION 24, OTHERWISE GO TO QUESTION 25. 
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24. On your second mortgage, what was the amount of the discount or bonus? 
DISCOUNT fo BONUS Se ee NEITHER 
25. Earlier in the questionnaire we talked about the effects of easing and tightening of credit 


restrictions on your purchasing of cars. Now we would like you to consider what effect certain 
financial conditions would have on your decision to purchase your home at the time you did. First 
thinking of a tightening up of credit restrictions — 


(a) If the interest rate on your first mortgage had been higher so that you had been required to pay 
10% more per month over the same number of months, would you have: 


BOUGHT SAME HOUSE 7s 
BOUGHT CHEAPER HOUSE ea 
NOT BOUGHT HOUSE AT THAT TIME [_| 
OTHER (SPECIFY) (| 


(b) What would have been the effect if you had been required to borrow 10% less on your first 
mortgage, but had been permitted to pay 10% less per month over the same period? Would you have: 


BOUGHT SAME HOUSE fl 
BOUGHT CHEAPER HOUSE (L_] 
NOT BOUGHT HOUSE AT THAT TIME (i 
OTHER (SPECIFY) [| 


(c) What would have been the effect if on your first mortgage your monthly payments had been 10% 
higher because you had been required to pay the loan off in a shorter period? Would you have: 


BOUGHT SAME HOUSE 

BOUGHT CHEAPER HOUSE 

NOT BOUGHT HOUSE AT THAT TIME 
OTHER (SPECIFY) 


ae eel 


Now lets talk about the effect of easing of credit restrictions and the effect this might have had 
upon your decision to buy. 


(d) If the interest rate on your first mortgage had been lower, so that you would have been required 
to pay 10% less per month, would you have? 


BOUGHT SAME HOUSE a 
BOUGHT MORE EXPENSIVE HOUSE [] 
OTHER (SPECIFY) 


ial 


25.(e) Now, what would have been the effect if you had been able to borrow 10% more on your first 
mortgage, but had been required to pay 10% more per month over the same period? Would you have: 


BOUGHT SAME HOUSE 
BOUGHT MORE EXPENSIVE HOUSE 
OTHER (SPECIFY) 


See 
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(f) What would have been the effect if on your first mortgage your monthly payments had been 10% 
lower because you had been permitted to pay the loan off in a longer period? Would you have: 


B0U GHT SAME HOUSE [| 
BOUGHT MORE EXPENSIVE HOUSE zz 
OTHER (SPECIFY) [_] 


(g) Now lets go back to the tightening of restrictions for a minute. If the higher interest rate on 
your first mortgage had been offset by an increase in the number of monthly payments, rather 
than by an increase in the amount of monthly payments, what would you have done? Would 
you have: 


BOUGHT SAME HOUSE 

BOUGHT CHEAPER HOUSE [| 
NOT BOUGHT HOUSE AT THAT TIME |_| 
OTHER (SPECIFY) 


[I] 


a 


(h) Looking again at easing of restrictions, if the lower interest rate on your first mortgage had 
been offset by a decrease in the number of monthly payments rather than by a decrease in the 
amount of monthly payments, would you have: 


BOUGHT SAME HOUSE 
BOUGHT MORE EXPENSIVE HOUSE 
OTHER (SPECIFY) 


Ee] ee) 


INTERVIEWER: RECORD HERE RESPONDENTS’ ATTITUDES AND COMMENTS ON THIS 
QUESTION. 


ASK OF ALL HOUSEHOLDS 


26.(a) At anytime since JUNE 1957, have you seriously considered, that is, gone as far as discussing 
first mortgages, mortgage rates, taxes, down-payments etc. with the seller or agent, buying a 
house and postponed the purchase? 


VESn ee eNO) 


IF ‘‘YES’’, ASK QUESTIONS 26(b) AND (c). IF ‘‘NO’’, GO TO 
QUESTION 27. 


(b) When was this? 
S16] OYA Reel eee Te MONTH 


(c) Why did you decide to postpone this purchase at this particular time? (PROBE) 


IF FINANCE NOT MENTIONED OR MENTIONED BUT NOT EXPLAINED 


(d) Did you have any difficulties arranging financing? What? Why? 
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SUMMER HOMES 


27.(a) Does your family own a summer home or any other residence or property which it regularly 


occupies for a part of the year? 


VES [o] e NOw a 
IF “YES”, ASK QUESTION 27(b) OTHERWISE GO TO 
QUESTION 28. 


(b) What properties are these? Please describe them — thatis, summer cottage, ski lodge, etc. 


LIST ON PAGE BELOW, AND FOR EACH ONE MENTIONED ASK 
QUESTIONS 27(c) — 27(e) 


(c) When did you acquire them? 
(d) What is your estimate of its present market value? 


(e) Do you, or members of your family, owe any money arising from the acquisition of these 
properties? 


FOR EACH PROPERTY ON WHICH MONEY IS OWED, ASK 
QUESTIONS 27(f) — 27(h) 


(f) To whom is this money owed? 
(g) How much is owed? 


(h) What is the form of the loan — that is, is it a first mortgage, a second mortgage, a note or 
something else? 


143 


CONSUMER SURVEY 


NVOT HAO WAOU GuHMO LNNOWNV 


(Y)LZZ °O (2)4Z °O 


NI «,GHNMO AUNOK, AI 


(=) (2) 


daMO ATNOW ON SHA ANIVA LAYAVN 
WOHA OL daMO AANOW 
(Lz °O (9)4z °O (P)LZ *O 


SHILYadOdd YHHLO GNV SHWOH SAWNAS 


GaaINOOV NAHM 


(2)LZ °O 


HLNOW YVAA ACUMO SHUILLAAdOMd 


40 AdAL 
(q)Lz *O 


II NOILLOUS 


144 ROYAL COMMISSION ON BANKING AND FINANCE 


SUMMER HOMES AND OTHER PROPERTIES 


| ASK OF EVERYONE WHO SAID “YES” TO QUESTION 27(a). 


28.(a) Have you made any major repairs, replacements or improvements to this/these summer homes; other 
residence or properties during this past five years — that is, anything costing $100. or more? 


YES (>) NO [= 


IF ‘‘NO’’, GO TO QUESTION 29. IF “‘YES’’, ASK QUESTIONS 
28(b) — 28(e) AND RECORD ANSWERS BELOW. 


(b) (SHOW CARD #4) What type of repairs, replacements or improvements did you make? Was it any of 
these or something else? 

(c) When was this done? 

(d) And what was the cost of this? 


(e) And what made you choose to (MENTION EACH IMPROVEMENT OR 
REP AIR MADE) at this particular time? 


SECTION II REPAIRS, IMPROVEMENTS TO SUMMER HOMES AND OTHER PROPERTIES 
Q. 28(b) Q. 28(c) Q. 28(d) Q. 28(c) 
TYPE OF REPAIRS COST OF REPAIRS, REASONS FOR REPAIRS, 
REPLACEMENTS WHEN DONE REPLACEMENTS REPLACEMENTS, 
OR IMPROVEMENTS YEAR MONTH IMPROVEMENTS IMPROVEMENTS 
$ 
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REAL ESTATE 


29.(a) What kinds of real estate does your family now own, other than your own home or summer home? 
Exclude any building in which you own or operate a business yourself, 


Tem | 


NONE [|_| 


IF “‘NONE”’’, CHECK ABOVE AND GO TO QUESTION 30. OTHER- 
WISE, LIST TYPE OF REAL ESTATE ON PAGE BELOW AND 
ASK QUESTIONS 29h) — 29(d). 


(b) Who in the family owns this real estate? 
(c) What is your estimate of its present market value? 


(d) Do you or members of your family owe any money arising from the acquisition of these 
properties? 


FOR EACH PROPERTY ON WHICH MONEY IS OWED, ASK | 
QUESTIONS 29(e) — 29(g), OTHERWISE GO TO QUESTION 
29(h). a 


(e) To whom is this money owed? 
(f) How much money is owed? 


(g) What is the form of the loan — that is, is it a first mortgage, a second mortgage, a note, or 
something else? 


(h) When was this real estate acquired? 


FOR EACH ACQUISITION OF REAL ESTATE SINCE JUNE 1957, 
ASK QUESTION 29(1). 


(i) What were your major reasons for acquiring this real estate at this particular time? 


SS ee eee 
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30.(a) Did you or members of your family owe money on residences, summer homes, or other real 
estate, that you do not now own at the end of 1961? And at the end of 1960? 


RECORD BELOW AND FOR EACH YEAR IN WHICH MONEY 
OWED ASK QUESTIONS 30(b) AND 30(c). 


(b) What was the amount of the monthly payments? 


(c) How many payments were left to be made at the end of ? (YEAR) 

Q. 30(a) Q. 30(b) Q. 30(c) 
OUTSTANDING LOAN AMOUNT OF PAYMENT NUMBER OF PAYMENTS LEFT 
Bee31, 1961) ) 4 $ 
Dec. 30, 1960 [ | $ 


ROYAL COMMISSION STUDY 


SECTION III 
OTHER DEBT 
NON-INSTALMENT CREDIT 
ic. Do you, or do any other members of your family have charge accounts with___——_ (READ 


THE FOLLOWING LIST AND CHECK APPROPRIATELY) 

S) NO 
GASOLINE COMPANIES 
RETAIL STORES 
SERVICE STATIONS 
DEPARTMENT STORES 
FUEL DEALERS 

OTHERS (SPECIFY) 


ie ee elec 
See eee 


2.(a) During 1961 did you have a loan from a chartered bank, other than those we have already 
discussed? 


YES [] NOT] 


IF “YES’’ TO QUESTION 2(a) ASK QUESTION 2(b), AND RECORD 
ANSWER IN APPROPRIATE COLUMN ON PAGE BELOW. OTHER- 
WISE GO TO QUESTION 4(a). 
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(b) By which of these methods did you secure a bank loan? Was it by (READ 
EACH MEANS LISTED ON PAGE BELOW). 


FOR EACH METHOD RESPONDENT USED ASK QUESTIONS 2(c) — 
2(k) AND RECORD IN APPROPRIATE COLUMN ON PAGE BELOW. 


(c) When was the last time during 1961 that you secured a loan by this method? 
(d) And what was the purpose of this loan? 

(e) What was the amount of this loan? 

(f) What was the length of this loan? 

(g) What was the rate of interest? 

(h) How often are/were payments made? 

(i) How much is/was each payment? 

(j) What is the amount outstanding now? 


(k) How many payments are still left to be made? 
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3.(a) Have you had any loans, other than those we have just discussed, from a chartered bank in the 
past five years — that is, since JUNE 1957? 


VES! sNOt ar 


| IF ‘‘YES’’, ASK QUESTION 3(b). IF ‘‘NO’’, GO TO QUESTION 4. 


(b) For what purpose(s) did you secure this loan? (LIST BELOW) 


FOR EACH PURPOSE ASK QUESTIONS 3(c) AND x(a). | 


(c) Can you tell me roughly the amount of this loan? (ENTER BELOW) 


(d) And when did you have this loan — that is, over what period ? 


Q. 3(b) Q. 3(c) Q. 3(d) 
PURPOSE AMOUNT PERIOD OF LOAN 
MONTH YEAR MONTH YEAR 

s ae from to 

Z from to Wess k 
3 ex hiaer S from to ——— 
4 from to es 
SS ret ee eee EG Pere es ee ee from to paithtnae to 
6 from to 

4.(a) Have you sought a loan from a chartered bank at any time since JUNE 1957, and been refused? 

YESS | NOD 
{f ‘‘Yes’’, Ask: 


(b) What were the reasons given by the bank? 


5.(a) During 1961 did you have a loan from any of the following. (READ LIST ON PAGE BELOW) 


FOR EACH LOAN ACQUIRED ASK QUESTIONS 5(b) — 5(j) AND 
RECORD IN APPROPRIATE COLUMN ON PAGE BELOW 
OTHERWISE GO TO QUESTION 6(a). 


(b) When was the last time during 1961 that you secured a loan by this method? 
(c) And what was the purpose of this loan? 

(d) What was the amount of this loan? 

(e) What was the length of this loan? 

(f) What was the rate of interest? 

(g) How often are/were these payments made? 

(h) How much is/was each payment? 

(i) How much is outstanding now? 


(j) How many payments are still left to be made? 
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6.(a) Have you had any loans of this kind, other than those we have just discussed, during the past 
five years — that is, since JUNE 1957? 


VESVil weNO. 


Lie “VES”? ASK QUESTION 6(b). IF ‘‘NO”’’, GO TO QUESTION 7. 


(b) For what purpose(s) did you secure this loan(s)? (LIST BELOW) 


FOR EACH PURPOSE ASK QUESTIONS 6(c) AND 6(d).| 


(c) Can you tell me roughly the amount of this loan? (ENTER BELOW) 


(d) And when did you have this loan — that is, over what period? 


Q. 6(b) Q. 6(c) Q. 6(d) 
PERIOD OF LOAN 

PURPOSE AMOUNT MONTH YEAR MONTH YEAR 
1 $ from pees = 10 ae 
2 $ from a eee LO) as 
3 $ from i ae (e) oe 
4 $ from Sen = eto ae ere 
5 $ from pais a Cs) —— 
6 $ from cere eT iG es 


7.(a) During 1961 did you have any other type debt, that we have not talked about so far — that is, 
owing to_________ ? (READ LIST ON FOLLOWING PAGE) Any others? (SPECIFY) 


FOR EACH DEBT MENTIONED ASK QUESTIONS 7(b) — 7(k) AND 
RECORD ANSWERS IN APPROPRIATE COLUMNS ON PAGE 
BELOW, OTHERWISE GO TO QUESTION 8. 


(b) When was this debt incurred? 

(c) For what reason was this debt incurred? 

(d) What was the amount of this debt? 

(e) How long did it take you to pay this debt off? 
(f) What was the rate of interest? 

(g) How often are/were the payments made? 

(h) What is/was the amount of each payment? 

(i) How much is outstanding now? 

(j) How many payments are there left to be made? 


(k) Is any part of this debt a business debt? 
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8.(a) Other than those we have been discussing, have you had any other debts of this kind during the 
past five years — that is, since JUNE 1957? 


YES [_] NO {| 


IF “YES”, ASK QUESTIONS 8(b) — 8(e) AND RECORD 
ANSWERS IN APPROPRIATE COLUMNS BELOW. IF ‘‘NO”’, 
GO TO SECTION IV. 


(b) For what reason was this debt incurred? 
(c) Can you tell me roughly the amount of this debt? 
(d) And when did you have this debt — that is, over what period? 


(e) Was any part of this a business debt? 


Q. 8(b) Q. 8(c) Q. 8(d) Q. 8(e) 


PARTIAL 
TERM OF DEBT BUSINESS DEBT 
PURPOSE AMOUNT MONTH YEAR MONTH YEAR YES NO 
(a | 
1 Ge es 2 irom ee ihe te Li z= 
fot 
2 $ from Sito peeae ica, Sapa 
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SECTION IV 
INCOME 
1. What happened to your family income, before income taxes, in the year 1961 as compared with the 
year 1960? Was it higher, lower, or about the same? 
HIGHER [| __ LOWER (_| ABOUT THE SAME [_] 
2. Do you expect your family income, before income taxes, in 1962 to be higher, lower or about the 
same, as in 1961? 
HIGHER [_| LOWER |_| ABOUT THE SAME {_| 


3.(a) During the 12 month period ending DECEMBER 31, 1961, how much was your total annual family 
income, before income taxes, from all sources? 


TOTAL ANNUAL FAMILY INCOME FOR 1961 $ 
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(b) Now, would you please break the total annual income down into the following categories? 


CATEGORIES 
Wages and salaries 


Net income from business 
or professional other than 
wages and salaries 


Investment Income 
i) Dividends 


ii) Bank Interest and 
Bond Interest 


iii) Mortgage Interest 


Government payment (family 
allowance, unemployment 
insurance, old age pension, 
etc.) 


Other money income 
(retirement pensions, 

rents, income from roomers, 
boarders, etc.) 


Other money received 
(inheritance, gifts, 
capital gains and bonuses 
not elsewhere included) 


INHERITANCES OR GIFTS 


HEAD OF 
HOUSEHOLD WIFE 

$ $ 

$ $ 

$ $ 

$ 

$ 

$ $ 

$ $ 

$ $ 


OTHER FAMILY 
MEMBERS 


Piet ete oni HOG Art 


TOTAL 


4.(a) Were any of your family’s savings originally received through an inheritance or gift? 


VES. (2) 


NO [] 


IF “‘YES’’, ASK QUESTION 4b). IF ‘‘NO’’, GO TO SECTION V. 
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(b) When was this inheritance(s) and/or gift(s) received? And what was the amount received in each 


inheritance or gift? 


YEAR 


MONTH 


AMOUNT 
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ROYAL COMMISSION STUDY 
SECTION V 


FAMILY BUSINESS INTERESTS 


1.(a) Are you, or is any member of your family, in business for yourself, or in partnership with persons 
outside the family, in any of the following ways? (READ LIST OF POSSIBLE BUSINESSES 


ON PAGE BELOW) 


FOR EACH TY FE OF BUSINESS INTEREST ASK QUESTIONS 1(b) — 
1(k), OTHERWISE, GO TO SECTION VI. 


(b) What type of profession/business is this? 

(c) Who in the family is concerned in this business? 

(d) Is this business wholly owned by your family, or is it owned with someone else outside the family? 
If Partially Owned, Ask Question I(e). 


(e) What proportion of this business does your family own? 


(f) Are books kept for this business? 
(g) What proportion of your total annual income in 1961 came from this source? 


(h) What is your annual new investment in the business, taking into account loans, new share 
acquisitions, and retained earnings? 


(i) What would you say is the market value of your investment in this business — that is, your 
assets including goodwill, less any liabilities to outside parties relating to the business? 


(j) Is this your own evaluation, or that of an outside auditor? 


IF BUSINESS ACQUIRED SINCE JULY 1ST, 1957 ASK QUESTION 
1(k), OTHERWISE GO TO SECTION VI. 


(k) People have many varied reasons for buying businesses. Can you tell us what your own 
particular reasons were for acquiring this business or interest is the business when you did? 
(PROBE) 
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ROYAL COMMISSION STUDY 
SECTION VI 
FINANCIAL ASSETS 


We need to know more about your family’s savings and their value at the present time. We are 
interested in your family’s personal saving only, and not in anything to do with your business 


interests. 


CHEQUING ACCOUNTS 
1.(a) Who in your family has a current or personal chequing account in a Canadian chartered bank? 
(CHECK BELOW UNDER QUESTION l(a) ) 
(b) And now could you tell us approximately what the balance is in these current or personal 
chequing accounts as of JUNE 30, 1962? And what were these balances six months ago — 
that is, as of DECEMBER 31, 1961 and a year ago —- DECEMBER 31, 1960? 


TRY TO GET RESPONDENT TO GIVE ANSWERS TO THESE 
QUESTIONS WITHOUT CHECKING ANY RECORDS AND RECORD 

IN APPROPRIATE COLUMNS BELOW. HOWEVER, IF RESPONDENT 
HAS NO IDEA OF THE ANSWER, THEN SUGGEST HE CHECKS ANY 
RECORDS HE MAY HAVE. RECORD ANSWERS, AND CHECK IN THE 
BOX HEADED ‘‘RECORDS’’. 


Q. 1(a) Q. 1(b) 
CURRENT OR 
PERSONAL 
CHEQUING ACCOUNT Benoa ioe k pipeiat 

YES NO JUNE 30/62 RECORDS DEC. 31/61 RECORDS DEC. 31/60 RECORDS 
HEAD OF HOUSEHOLD a ee: ites ies ae 
WIFE es a eee ee (eee a 
OTHERS IN FAMILY es a eee ee ee | 


2.(a) Have you or members of your family had balances in foreign banks on JUNE 30, 1962, 
DECEMBER 31, 1961, or DECEMBER 31, 1960? 


CHECK WHICH BELOW, AND FOR EACH BALANCE HELD ASK 
QUESTIONS 2(b) AND 2(c). 


(b) What were the amounts held on these dates? 


(c) What proportion was held in United States banks? 


Q. 2(a) Q. 2(b) Q. 2(c) 
PROPORTION 
IN 

BALANCE HELD YES NO AMOUNT U.S. BANKS RECORDS 
Juse'30,°1962 is] ofl $ 7 foal 
Dec. 31,1961 [] [_ : paren | See eee a (ee 

ian} 

LJ 


Dec. 31,1960 [) 


Co Oe Fe = 
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SAVINGS ACCOUNTS 


3.(a) Who in the family has savings accounts in any of the following — federal banks, provincial 
banks, post office savings banks, trust companies, credit unions, Alberta Treasury branches, 
Caisses Populaires or any other savings accounts. (CHECK BELOW UNDER QUESTION 3(a).) 


(b) In which of these organizations is this account? (CHECK BELOW UNDER QUESTION 3(b).) 


(c) And what was the amount of each of these accounts as of JUNE 30, 1962? And what were these 
balances six months ago — that is, as of DECEMBER 31, 1961 and a year ago, DECEMBER 31, 
1960? (AGAIN, SUGGEST RESPONDENT CHECK RECORDS ONLY IF HE CANNOT ANSWER 
WITHOUT THEM AND RECORD ANSWERS APPROPRIATELY) 


Q. 3(a) Q. 3(b) Q. 3(c) 
HAVE 
SAVINGS 
ACCOUNTS es ee fccre Pear a BALANCE 
YES _NO ORGANIZATION JUNE 30/62 RECORDS DEC. 31/61 RECORDS DEC. 31/60 RECORDS 
HEAD OF 
HOUSEHOLD [| [|] $ (ae Sct OOO ee 
WIFE Le ea pels tea) ated) enc$ias Mewro teihieil ($ so iods oil) Fn ot$s_wov bly whRE 
OTHERS IN 
FAMILY [lie ted 0 ee ee es ees ay eee 


4.(a) Did you or members of your family have savings accounts in foreign banks or institutions on 
JUNE 30, 1962, DECEMBER 31, 1961, or DECEMBER 31, 1960? 


CHECK WHICH BELOW, AND FOR EACH BALANCE HELD ASK 
QUESTIONS 4(b) AND 4c). 


(b) And what were the amounts held on these dates? 


(c) What proportion was held in United States banks? 


Q. 2(a) Q. 2(b) _Q. 2(e) 
PROPORTION 
IN 
BALANCE HELD YES NO AMOUNT U.S. BANKS RECORDS 
June 30, 1962 iS a $ ee ees to LJ 
Dec. 31, 1961 | S$ % iz 
Dec. 31, 1960 Pe ee | ek eee 4 as 


| 5. About how many cheques did youwrite on your savings accounts during the past year? (CHECK 
| BELOW THE GROUP INTO WHICH THE NUMBER OF CHEQUES YOU WROTE WOULD FALL) 


| None [] 
Toto = 
ie50 ie 
51 — 100 Oo 
Over 100 Pa 
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6.(a) Some people choose to make special arrangements for depositing money to a savings account 
on a regular basis, such as through a Christmas Club, or some other special savings plan. 
Are you now a member of any plan of this kind for making regular increases to any of your 
accounts? (DO NOT INCLUDE REGULAR DEPOSIT OF SALARY OR OTHER REGULAR 
INCOME) 


VES (ele aNOne 


IF “NO”, TO QUESTION 6(a), ASK QUESTION 6(b). IF ‘‘YES”’, 
TO QUESTION 6(a), GO TO QUESTION 7. 


(b) Have you contributed to any such plan during the past five years — thatis, since JUNE 1957? 
(ENTER YEAR OR YEARS IN WHICH PARTICIPATED IN SUCH PLANS) 
1962-7 is 1959 
1961 | | 1958 [| 
1960 [| 1957 {| 


Ts How did you determine the choice of financial organizations (bank, trust company, credit union, 
etc.) in which to open your savings account — that is, what were the reasons for your choice of 


a particular financial organization? 


8.(a) Who in the family owns shares in a credit union? 


CHECK WHO BELOW AND WHERE SHARES HELD, ASK 
QUESTION 8(b). 


(b) What was the value of the shares held on JUNE 30, 1962, DECEMBER 31, 1961, and 
DECEMBER 31, 1960. 


Q. 8(b) 
Q. 8(a) BALANCE BALANCE BALANCE 
SHARESHELD = ag oF AS OF 
YES NO _JUNE 30/62 RECORDS DEC. 31/61 RECORDS DEC. 31/60 RECORDS 
HEAD OF HOUSEHOLD [] [] $ a ees ee 
WIFE Sie eee ee eee ee 
OTHERS IN FAMILY [eh al ES = Se el ag So) oS Oe See 


CANADA SAVINGS BONDS 


9. Does anyone in your immediate family own Canada Savings Bonds? 
VES> (et = NOs = 


LIF **YES’’, ASK QUESTION 10(a). IF ‘‘NO’’, GO TO QUESTION 16. 


10.(a) Who in your family owns these bonds? (CHECK BELOW) 


FOR EACH PERSON WHO OWNS CANADA SAVINGS BONDS, ASK 
QUESTION 10(b). 
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(b) What was the financial value of these holdings at JUNE 30, 1962, DECEMBER 31, 1961, 
DECEMBER 31, 1960? (LIST BELOW FOR EACH PERSON OWNING BONDS) 


Q. 10(a) Q. 10(b) 
OWN CANADA VALUE OF BONDS OWNED 
SAVINGS BONDS YES NO JUNE 30/62 DEC. 31/61 DEC, 31/60 


HEAD OF HOUSEHOLD [] [_] See Le ee a oe 


WIFE Ua Seer eee ON, Siena Nae He ELL EG 
OTHERS Oe oe ea ee eee eee 
11. Are any of the members of your family enrolled in some plan for making regular purchases of 


Canada Savings Bonds? 


VEStia NO?E) 


12.(a) When was this most recent purchase made by a member of your household? 
YEAR ie se | MONTH 
(b) What was the rate of interest on this issue when it was purchased? 
% 


(c) And is the rate of interest on this issue the same today? 


VES) NO ie] 


IF MOST RECENT PURCHASE OF CANADA SAVINGS BONDS WAS 


SINCE JUNE 1957, ASK QUESTION 13. 


13. How often during the past five years have you purchased Canada Savings Bonds? Would you say 


you had purchased them regularly, occasionally, or just how would you describe your Canada 
Savings Bonds purchases? 


REGULARLY [J 
OCCASIONALLY fe 
OTHER (SPECIFY) 


14. What do you intend to do with your Canada Savings Bonds? (PROBE) 


15.(a) Do you intend to buy more Canada Savings Bonds in the future? 


MES oe ~NOw{ | 


(b) Why do you say this? (PROBE) 
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OTHER BONDS 


READ THE FOLLOWING QUESTIONS, AND FOR EACH TYPE OF 
BOND OWNED RECORD ANSWERS IN APPROPRIATE COLUMNS 
IN CHART ON NEXT PAGE. IF NONE OF THESE BONDS 
OWNED, GO TO QUESTION 20. 


16.(a) Who in your family owns Government of Canada marketable bonds or Treasury Bills, provincial 
government bonds, municipal government bonds, corporate bonds, or bonds of foreign governments 
or enterprises? 


(b) Which of these types of bonds was that? 

(c) What is the face value of each holding? 

(d) What was the last issue you bought? 

(e) What was the yield on this last issue you bought? 


(f) What was the source of the funds used to buy these bonds? (e.g. sale of assets, maturing 
securities, loan, cash, etc.) 


(g) Do you expect to buy more bonds in the future? 

(h) Why do you expect/not expect to buy more bonds in the future? What are your reasons for feeling 
this way? 

(i) Could you give me an estimate of the face value of your holdings of these bonds on DEC. 31, 
1961 and on DEC. 31, 1960? (ENTER BELOW) 


FACE VALUE 
Dec. 31, 1961 $ 
Dec. 31, 1960 $ 
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17.(a) During the period JANUARY 1st, 1962 — JUNE 30th, 1962, were you a net buyer or net seller 
of the following classes of bonds? That is, was the total value of the bonds you purchased 
worth more than the total value of the bonds you sold? 


NET BUYER NET SELLER NEITHER 


GOVERNMENT OF CANADA (excluding 
Savings Bonds but including 


Treasury Bills) = {_| ial 
PROVINCIAL Ee a [] 
MUNICIPAL fea] ee pl 
CORPORATE ot = ira 
FOREIGN lal ‘ ia! 


(b) Why did you manage your bond investment programme in this way in this period? (PROBE) 


18.(a) Now going back to the previous year, that is, JANUARY 1st — DECEMBER 3lst, 1961, were you 
a net buyer or a net seller of these bonds? 


NET BUYER NET SELLER NEITHER 


GOVERNMENT OF CANADA (excluding 
Savings Bonds but including 


Treasury Bills) ES LJ eal 
PROVINCIAL a L] cs 
MUNICIPAL es a L] 
CORPORATE CO a LJ 
FOREIGN Lo ee fa) 


(b) And why did you manage your bond investment programme in this way, during 1961? (PROBE) 


19.(a) Now, about 1960, were you a net buyer or net seller? 


NET BUYER NET SELLER _NEITHER_ 


GOVERNMENT OF CANADA (excluding 
Savings Bonds but including 


Treasury Bills) a ‘ea Cc 
PROVINCIAL eo [] ea 
MUNICIPAL | ‘ee CI 
CORPORATE aa il e 
FOREIGN Ez ea fa 


(b) And what were your reasons for following this plan in 1960? (PROBE) 
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ASK THIS QUESTION OF THOSE WHO ANSWERED “‘NONE”’ TO 
QUESTION 16(a). 


20.(a) Have you, since 1957, ‘‘seriously considered’’, to the point of discussing prices and yields with 
a seller or dealer, buying any bonds other than Canada Savings Bonds and decided to postpone 
the purchase? 


YESw#ise? NO [|] 


FOR EACH BOND MENTIONED ASK QUESTIONS (b), (c) AND 
(d) AND RECORD ANSWERS IN APPROPRIATE COLUMNS 
BELOW, OTHERWISE GO TO QUESTION 21. 


(b) What bonds? 
(c) When was this decision not to buy made? 


(d) Why was it made? (PROBE) 


Q. 20(b) Q. 20(c) Q. 20(d) 
WHEN 
BONDS YEAR MONTH REASON FOR DECISION 


MORTGAGE LOANS OR PERSONAL LOANS OUTSIDE FAMILY 


21.(a) Who in the family has a mortgage loan, or personal loan owed to him by a party outside of the 
family? 


ASK QUESTIONS 21(b) — 21(f) AND FOR EACH LOAN RECORD 
ANSWERS IN APPROPRIATE COLUMNS IN CHART BELOW, 
OTHERWISE GO TO QUESTION 21(é). 


(b) What is the form of the loan — that is, is it a first mortgage, a second mortgage or a note? 
(c) When was this loan made? 
(d) And what was the original amount of the loan? 


(e) Was it a vendor mortgage — that is, was it granted at the time you sold a piece of real estate 
and made to the party to whom the property was sold? 


(f) What is the outstanding amount owing as of JUNE 30, 1962, and what was the amount owing in 
respect of similar loans as of DECEMBER 31, 1961, and of DECEMBER 31, 1960? 
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Q. 21(a) Q. 21(b) Q. 21(c) Q. 21(d) Q. 21(e) Q. 21(f) 
PERSON IN FAMILY WHEN LOANS ORIGINAL VENDOR AMOUNT OWING 
WITH MORTGAGE OR FORM MADE AMOUNT MORTGAGE JUNE 30 DEC. 31 DEC. 31 
OTHER LOAN OWED OF LOAN YEAR MONTH OF LOAN YES 1962 1961 1960 
HEAD OF ie $ cq $ $ $ 
HOUSEHOLD SSS ay a ead = 


WIFE ze $ 


ie aly ia 


Sfenite SS 


OTHERS IN 
FAMILY ei 


_____$$},.>5 2245) ae 


B 


21.(g) Have you granted a mortgage loan any time in the past five years and subsequently sold this 
mortgage? 


YES (i) aNOw ty 


FOR EACH MORTGAGE GRANTED ASK QUESTIONS 21(h) AND 
(i) AND RECORD ANSWERS BELOW. 


(h) Was this a first or a second mortgage? 


(i) Was this sold directly to a private individual or to a company which deals in mortgages? 


Q. 21(g) Q. 21(h) Q. 21(i) 
TYPE OF MORTGAGE SOLD TO 
MORTGAGES GRANTED FIRST SECOND INDIVIDUAL COMPANY 


1 ie L L_] CO 
2 zz L] LJ L_] 


MUTUAL FUND, INVESTMENT TRUSTS, INVESTMENT CLUBS 
22.(a) Does anyone in your household have shares in Mutual Funds, Investment Trusts or Investment 
Clubs? 
VESo ej NOs | 


loneeet 


IF ‘‘YES’’, ASK QUESTIONS 22(b) — 22(f) OTHERWISE GO TO 
QUESTION 23. 


(b) Who in the family has shares in one of these? (LIST ON PAGE BELOW) 
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FOR EACH INVESTMENT BY EACH FAMILY MEMBER ASK 


QUESTIONS 22(c) — 22(f) AND RECORD IN APPROPRIATE 
COLUMN ON PAGE BELOW. 


(c) Which type of institution are these shares with — that is, with a Mutual Fund, Investment Trust, 
or Investment Club? 


(d) Are they quoted in the newspaper? 


(e) What is the total market value of these shares? 


(f) Have you been investing regularly in this way throughout the last five years — that is, since 
UNE 1957? 


IF “‘YES’’, TO QUESTION 22(f) ASK QUESTIONS 22(g), (h) AND 
(1). IF ‘‘NO”’, TO QUESTION 22(t) ASK QUESTIONS 22j) AND (k). 


If “*Yes’’, to Question 22(f), Ask: 

(g) How often do you invest this way — that is, yearly, monthly or how? 

(h) And how much do you invest this way, each year? 

(i) What was the market value of your share holdings as of DECEMBER 31, 1961 and as of 
DECEMBER 31, 1960? 

If “‘No’’, to Question 22(f), Ask: 

(j) And when did you begin to invest in this way? 


(k) What were your reasons for choosing to invest in this way, when you did? 
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PUBLICLY TRADED STOCK 


_ 23.(a) Does any of your family own stock which could be bought or sold by the general public? 


YES -NO’| | 


IF “‘YES”’, ASK QUESTIONS 23(b) — 23(h). IF ‘‘NO’’, GO TO 
QUESTION 32. 


(b) What are the companies in which this stock is held? (LIST ON NEXT PAGE) 


FOR EACH COMPANY IN WHICH STOCK IS HELD, ASK QUESTIONS 
23(c) — 23(h) AVD RECORD ANSWERS IN APPROPRIATE COLUMNS. 


(c) Is this common or preferred stock? 
If ‘Preferred’, Ask Question 23(d): 
(d) What is the dividend rate? 
(e) How many shares do you hold in this company? 


(f) How many of these have you acquired during the past five years — that is, since JUNE 1957? 
Would it be all of them, most of them, half of them or how many? 


(g) What is your best estimate of the price per share at this present time? 


(MULTIPLY NO. OF SHARES, QUESTION 23(e), BY PRICE FER SHARE, QUESTION 23(g). 
THIS WILL GIVE YOU TOTAL MARKET VALUE OF SHARES HELD IN EACH COMPANY. 
THEN CHECK YOUR ANSWER WITH RESPONDENT BY ASKING QUESTION 23(h). 


(h) That would make the total market value of the shares in this company about $ . Does that 
seem correct? (CORRECT IF NECESSARY) 


SECTION VI PUBLICLY TRADED STOCK 
IF “PRE- 
FERRED” 
Q. 23(b) Q: 23(c) IN Q. 23(c), Q. 23(e) Q 23(f) Q 23(g)  Q 23(h) 
ESTI- 


AMOUNT MATED TOTAL 

NUMBER ACQUIRED PRICE MARKET 

CORPORATION IN TYPE OF SHARES DIVIDEND OF SHARES IN PAST PER VALUE OF 
WHICH SHARES OWNED COMMON PREFERRED RATE OWNED 5 YEARS SHARE SHARES 
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24. | How have you financed your stock purchases during the past year? That is, was it by sale of 
assets, by loan of some type, or by cash, or just how did you finance your stock purchases? 


25.(a) Have you maintained an account with a broker during this past year? 
YES [549 NO [2 
If ‘‘Yes’’, Ask Question 25(b) 
(b) Do you have a credit balance or a debit balance at present? And how much is this balance? 


CREDIT $____ DEBIT $ NEITHER (_| 


26.(a) There are some people who have special arrangements for buying stock on a regular basis. Are 
you now in a plan like this, either where you work, through a broker, fund, investment club or 
other source which permits you to add to your present shares in a systematic way? 


VES a eNO ten 


IF ‘‘YES’’, ASK QUESTIONS 25(b) — 25(e), OTHERWISE GO TO 
QUESTION 27. 


(b) Which type of investor is this? 


(c) How regularly do you ordinarily set aside money under this plan for buying stock — that is, 
weekly, monthly, quarterly, etc.? 


(d) What amount do you usually set aside? 
$ 


(e) Have you been contributing to this plan throughout the past five years — that is, since 


JUNE 1957? 
VES: (| eNO <(eg] 


IF ‘‘NO’’, ASK QUESTIONS 26(f) AND 26(g), OTHERWISE GO TO 
QUESTION 27. 


(f) When did you start? 
YEAR MON TH 


(g) What were your reasons for choosing this particular time to start investing in this way? 


27.(a) Do you intend to purchase more stocks in the future? 
VES Sig) =NO 4 
(b) Why? (PROBE) 


28.(a) Have you been a net seller or a net buyer of stock from JANUARY 1962 — JUNE 30, 1962? 


NET SELLER {7 NET BUYER | | NEITHER { | 
(b) Why did you decide to conduct your stock investment programme in this way in this period? 
(PROBE) 


29.(a) And in 1961 were you a net seller or a net buyer? 
NET SELLER [_]| NET BUYER [ | NEITHER [ | 
(b) What were your reasons for conducting your stock programme in this way during 1961? (PROBE) 
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30.(a) Were you a net seller in 1960 or were you a net buyer? 


NEP SELLER = 5 NET BUYER [ | NEITHER | | 
(b) And why did you decide to conduct your stock programme in this way in this period? (PROBE) 


31. Could you please give us an estimate of the market value of your holdings of publicly traded 
stock at the following dates: 
DECEMBER 31, 1961 $ DECEMBER 31, 1960 $ 


ASK QUESTION 32 OF RESPONDENTS WHO ANSWERED “‘NO” 
TO QUESTION 23. 


32.(a) Since 1957, have you ‘‘seriously considered’’, to the point of discussing a purchase with a seller 
or dealer, buying stock, and decided to postpone purchase? 


VESSicseeeNO sd 


IF “YES”, ASK QUESTIONS 32(b), (c) AND (d) AND RECORD 
ANSWERS IN APPROPRIATE COLUMNS BELOW. IF ‘‘NO” ASK 
QUESTION 32(e). 


(b) What stock was this? 
(c) When was this decision made? 


(d) Why did you make this decision to postpone purchase? (PROBE) 


Q. 32(b) Q. 32(c) Q. 32(d) 
WHEN 
STOCK YEAR MONTH REASONS FOR POSTPONING PURCHASE 


32.(e) Why have you never considered buying stock? 


LIFE INSURANCE 


ASK THE FOLLOWING QUESTIONS AND FOR EACH POLICY 
RECORD THE ANSWERS IN THE APPROPRIATE COLUMNS 
ON THE CHART BELOW 


33.(a) Who in the family is carrying life insurance bought through an insurance company (excluding 
insurance plans with employer)? 
(b) Which type of policy is this — that is, is it term, group, ordinary or straight life, or endowment? 
If it is any other, could you specify? 
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(c) What is its approximate face value? 
(d) What is its gross premium? 


(e) When was the date of purchase? 


TYPE OF APPROXIMATE GROSS PURCHASE DATE 
PERSON INSURED POLICIES FACE VALUE PREMIUM YEAR MONTH 
HEAD OF HOUSEHOLD’ (| ee oe ee eee 
Cee ne eee 
WIFE ea Se SOROIGE 6 eS eee eee 
$ $e 3 0T) eae 
OTHERS IN FAMILY  [ ] oS LS fo. 130" BONE BONS ae ee 
$ $ Abra 


34.(a) Have you made any significant changes in your insurance programme during the last five years — 
that is, since JUNE 1957? 


YESss eNO 
If “‘Yes’’, Ask: 
(b) When did you make this significant change in your insurance programme? 
YEAR 3234" MONTH 


(c) And could you tell me why you made this change at this particular time? 
35. | Could you give me an estimate of the total face value of your family’s life insurance as of 


DECEMBER 31, 1961 and DECEMBER 31, 1960? 
DECEMBER 31, 1961 $_____. DECEMBER 31, 1960 $ 


36.(a) Are you covered by any of these insurance plans? (READ LIST AND CHECK WHICH BELOW). 


| FoR EACH PLAN CHECKED, ASK QUESTION 36.(b) | 


(b) What is the approximate face value? 


Q. 36(a) Q. 36(b) 
TYPE OF PLAN FACE VALUE 
THROUGH EMPLOYMENT ia $ 
TRADE UNION al $ 
FRATERNAL BENEFIT SOCIETY [_| $ 


OTHER (SPECIFY) | $ 
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ANNUITIES OR VOLUNTARY RETIREMENT PLAN 


ASK THE FOLLOWING QUESTIONS AND FOR EACH ANNUITY OR 
VOLUNTARY RETIREMENT PLAN, RECORD ANSWER IN 
APPROPRIATE COLUMN IN CHART ON PAGE BELOW. 


37.(a) Who in your family is paying into an annuity or voluntary retirement plan? 
(b) When was this purchased? 
(c) What were the reasons that prompted you to purchase this annuity or retirement plan when you did? 
(d) And do you hold a paid-up annuity? 
If ‘‘Yes’’, Ask: 


(e) What is the income from this paid-up annuity? 
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PENSION PLAN PURCHASED THROUGH EMPLOYMENT 


ASK QUESTIONS 38(a) — 38(f) AND RECORD ANSWERS FOR EACH PLAN 
IN APPROPRIATE COLUMNS IN CHART BELOW. 


38.(a) Who in your family contributes to a pension plan through employment? 


(b) When did you join this pension plan? 
(c) Would you have the right to withdraw any money out of the plan if you were to leave your job now? 


If ‘Yes’’, Ask: 


(d) Would the amount you withdraw be as much as your own contribution, or would it be more, or 
less? And what amount would this be that you could withdraw now? 


(e) Are you receiving income from such a plan now? 
If ‘‘Yes’’, Ask: 
(f) What is the amount of this income? 
39. Do you have any other special arrangement with your employer, such as any of the following: 
PROFIT SHARING PLANS Lj 


DEFERRED INCOME PAYMENTS |_| 
OTHER PLAN (SPECIFY) a 
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TRUST OR ESTATES 


40.(a) Does anyone in the immediate family have an interest in a trust? 


Vise eo a NO 


IF *‘NO”’, GO TO SECTION VII, OTHERWISE ASK QUESTIONS 
40(b) ETC. 


(b) Was this a trust arrangement set up by you, or were you a beneficiary? 
SET UP FOR OURSELVES [| ] BENEFICIARY & 


41.(a) Is the trust managed by a trust company? 
MES. NO: |] 
If ‘“Yes’’, Ask: 
(b) Does the trust company have: (READ LIST AND CHECK CORRECT ANSWER) 
SOLE RESPONSIBILITY FOR MAKING INVESTMENT DECISIONS tal 
OR SHARE RESPONSIBILITY FOR INVESTMENT DECISION WITH 
YOU OR OTHER PARTIES TO THE TRUST AGREEMENT ie 


ey | 


OR NO RESPONSIBILITY FOR MAKING INVESTMENT DECISIONS eel 


42.(a) In the instrument creating the trust — that is, the trust deed, — are there restrictions placed upon 
the types of investments the trustees may make? 


VES ee NO | 
If ‘‘Yes’’, Ask: 


(b) What restrictions are these? 


43. Some people receive a certain amount of income from a trust each year, but do not have any right 
to the value of the trust itself. Other people may not receive income but are entitled at some time 
to a share of the assets held by the trust. Then there are others with a right to both income and 
assets. Into which of these categories do your trust arrangements fall: 


INCOME ONLY [| 
ASSETS ONLY a 
INCOME AND ASSETS [_]| 
OTHER (SPECIFY) [sel 


IF “INCOME ONLY”’’, GO TO SECTION VII, OTHERWISE ASK 
QUESTIONS 44(a) — 44e) AND FOR EACH TRUST INTEREST 
RECORD ANSWERS IN CHART BELOW. 


44.(a) Who in the family has the interest in this trust? 
(b) What do you estimate the face value of this interest to be? 
(c) When did this trust arrangement begin? 


(d) How are the assets of the trust invested? Are they in Government Bonds, other bonds, publicly 
traded stock, shares in private company, real estate, mortgages or any investments? 


(e) Approximately what proportion of the total assets of the trust does each investment account for? 
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TRUST ASSETS 


Q. 44(a) Q. 44(b) Q. 44(c) Q. 44(d) Q. 44(e) 
FACE VALUE WHEN TRUST ARRANGE- PROPORTION OF 
WHO IN FAMILY HAS OF INTEREST MENT BEGAN HOW ASSETS OF TOTAL ASSETS 
INTEREST IN TRUST IN TRUSTS YEAR MONTH TRUST INVESTED INVESTED IN 
100% 


HEAD OF HOUSEHOLD [| $ __ 2 See 


% 


%o 


WIFE Ope ete cee 0 Pere 
% 
% 
% 


OTHERS IN FAMILY ; | &_ emer ie 


% 


7% 


% 


ROYAL COMMISSION STUDY 


SECTION VII 
GENERAL 


1. The people we have talked to have given us many different reasons for saving or for trying to 
save. Could you tell us about your own reasons for saving? That is, what are the sort of things 
you would have in mind to accomplish some day, through saving? (PROBE) 


2.(a) (HAND RESPONDENT CARD) I am going to read you a list of features which people look for in 
investments. As I read each feature would you tell me which one of the statements on the card 
best suits your feelings about that feature? 


CHECK IN APPROPRIATE COLUMN ON NEXT PAGE. THEN FOR 

EACH FEATURE RESPONDENT CONSIDERS IMPORTANT OR 

VERY IMPORTANT, ASK QUESTION 2(b). | 

(b) You mention that (FEATURE) is important in your investment decisions. Which type of 
investments would you say best meet this requirement? 
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ASK QUESTION 2c) FOR EACH FEATURE IN WHICH ‘‘COMMON 
STOCK’? MENTIONED. 


(c) Can you give me an example of a particular issue of common stock that you feel meets this 


requirement? 
IF ‘*VERY IMPORTANT” IF STOCK 
OR “IMPORTANT”? IN MENTIONED 
Q. 2(a) IN Q. 2(b) 
Q. 2(a) Q. 2(b) Q. 2(c) 
NO LITTLE VERY 
IMPOR- IMPOR- IMPOR-  IMPOR- 
FEATURE OF INVESTMENT TANCE TANCE TANT (TANT TYPES OF INVESTMENTS TYPE OF STOCK 


Safety of Principal 


LJ 
3 
L] 
(| 


Maximum Current 
Return 


5 


Safe, Assured Return 


C1 


Capital Gains 


Ready Availability 


ele | ih 
aeee a 


2 Ss: 


iy 
or Marketability _. 
Hedge against — 
Inflation aay ies] 
Familiarity with Company 


El ls ey Ly Ly eel 


LJ 
| 


operation and personnel 


Some degree of policy 
control on investment 


Tax Treatment of 
Income 


[| 
eae glial 
[| 


LI 
a 
igs 


Anything else (specify) 


aa LJ a Bi 


3.(a) We have discussed your holdings of financial assets and real estate in considerable detail, in 
this questionnaire. Thinking of your assets now in the following broad groupings (HAND 
RESPONDENT CARD), have there been times in the period since the beginning of 1957 when 
you have decided to make major changes in the composition of your assets? 


MEST NO {| 


IF ‘‘YES’’, ASK QUESTIONS 3(b), (c) AND (d) AND RECORD 
ANSWERS IN APPROPRIATE COLUMNS BELOW. IF ‘‘NO”’, 
GO TO QUESTION 4. 


(b) When were these major shifts made? 
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(c) What was the character of each of these shifts? 


(d) And could you tell me why you made each of these changes in the composition of your assets? 


Q. 3(b) Q. 3(c) Q. 3(d) 
WHEN 
YEAR MONTH CHARACTER REASONS 


4.(a) Now about the future, are you contemplating making any such major shifts in the composition of 
your assets, in the balance of this year or next year? 


YES [] NOT} 


IF ‘‘YES’’, ASK QUESTIONS 4b), (c) AND (d) AND RECORD 
ANSWERS IN APPROPRIATE COLUMNS BELOW.IF ‘‘NO”’, 
GO TO QUESTION 5. 


(b) When do you think you may make such shifts? 
(c) What is the character of the shifts you are contemplating? 


(d) Why are you contemplating these shifts? 


Q. 4(b) Q. 4(c) Q. 4(d) 
WHEN 
YEAR MONTH CHARACTER REASONS 


5.(a) Thinking now of your financial assets as domestic assets and foreign assets, have there been 
times in the period since the beginning of 1957 when you have decided to make a major change 
in the proportion of foreign assets to domestic assets in your portfolio? 


YES |_] NO [] NO FOREIGN ASSETS [_ 
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IF ‘‘YES’’, ASK QUESTIONS 5(b), (c) AND (d) AND RECORD 
ANSWERS IN APPROPRIATE COLUMNS BELOW. IF eNO? * 
GO TO QUESTION 6. IF “NO FOREIGN ASSETS’’, GO TO 
QUESTION 7. 


(b) When were these major shifts made? 
(c) And what was the character of each of these shifts? 


(d) Why was each of these shifts made? 


Q. 5(b) Q. Sc) Q. 5(d) 
WHEN 
YEAR MONTH CHARACTER REASONS 


6.(a) Now do you contemplate making any such major shifts in the composition of your financial 


assets, in the balance of this year or next year? 


YES [] No ([] 


IF “‘YES’’, ASK QUESTIONS 6(b), (c) AND (d) AND RECORD 
ANSWERS IN APPROPRIATE COLUMN BELOW. IF ‘‘NO” 
GO TO QUESTION 7. 


(b) When do you think you may make such shifts? 
(c) What is the character of the shifts you are contemplating? 
(d) Why are you contemplating these shifts? 


Q. 6(b) Q. 6(c) Q. 6(d) 
WHEN 
YEAR MONTH CHARACTER REASON 


7. We have asked you whether tax treatment of investment incomes has been an important factor 
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in your investment decisions. We would like now to ask you whether there are any other features 


of the law, respecting income tax, inheritance tax or gift tax, that have influenced your 


decisions as to the types of assets you should acquire, or as to the arrangements you have 


made for holding these assets? (PROBE) 
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APPENDIX B 


BALANCE SHEET, INCOME AND 
OPERATING DATA FOR 
SELECTED CANADIAN FIRMS 


from the study “CORPORATE FINANCE” 


by G.D. Sutton 
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APPENDIX D 


CREDIT UNIONS AND CAISSES POPULAIRES 


The following tables, which are taken from the 
study ‘‘Credit Unions and Caisses Populaires”’ 
prepared for the Commission by Mr. Gilles Mercure, 
provide more statistical information about this 
part of the financial system than has previously 
been available. The Department of Agriculture’s 
annual publication ‘‘Credit Unions in Canada’’ 
brings together a good deal of data, including 
combined balance sheets of the local societies 
and summary statistics covering the central 
societies. The combined statements shown below 
differ somewhat from these because of minor dif- 
ferences in coverage and in the definitions used. 
In addition to these tables, consolidated balance 
sheets of the locals and centrals have been 
prepared for the credit unions (Table I) and the 
caisses populaires (Table V), and Tables IV and 
VIII present the monthly and quarterly data pre- 
pared for us by some credit union centrals and 
by the Fédération de Québec des Unions Régio- 
nales des Caisses Populaires Desjardins. 


Credit Unions 
Table I: Locals and central societies, Consoli- 


dated balance sheet. 


Local Societies, Combined balance sheets. 
II-A: Canada 
II-B: Atlantic Provinces 


II~C: Quebec 

II~D: Ontario 

II—E: Manitoba 

II-~F: Saskatchewan 
II~G: Alberta 

II—H: British Columbia 


Central Societies, Combined balance sheets. 
III~A: Canada 
III-B: Ontario 
III-C: Manitoba 
III~D: Saskatchewan 
III-E: Alberta 
IIJ-F: British Columbia 


TV: Four central societies, main assets 
and liabilities, quarterly. 


Caisses Populaires 


V: Locals and central societies, Consol- 
idated balance sheets. 
VI: Local Societies, Combined balance 
sheets. 
VII: Central Societies, Combined balance 
sheets. 


VIII: Locals of the Fédération de Québec 
des Unions Régionales des Caisses 
Populaires Desjardins, Main assets 
and liabilities, monthly. 
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APPENDIX E 


TRUST AND LOAN COMPANIES 


Tables I and II are quarterly balance sheets of 
eleven trust companies having 69% of all trust 
company assets in 1962 and four loan companies 
having 48% of total assets. They are based on 
information compiled for the Trust Companies’ 
Association of Canada bya group at the University 
of Western Ontario for its study ‘‘The Role of the 
Trust and Loan Companies in the Canadian 
Economy’’. The series have been extended to the 
end of 1962 by drawing on the quarterly balance 
sheet data collected by the Dominion Bureau of 
Statistics. 

Full quarterly reporting of all the items shown 
was provided by the loan companies. In the case 


of trust companies, all eleven companies provided 
fully detailed annual statements, and quarterly 
reports of their holdings of cash, preferred and 
common stock, mortgages and sale agreements, 
collateral loans and an aggregate figure for 
holdings of bills, bonds and short-term paper, as 
well as the amounts of deposit and other demand 
liabilities and of term liabilities. The additional 
quarterly information given in Table I has been 
estimated on the basis of quarterly data provided 
by seven of the companies. 

Tables III and IV contain data on the size 
structure and ownership of trust and loan company 
liabilities and Table V gives average interest 
tates paid by the companies. 


ROYAL COMMISSION ON BANKING AND FINANCE 


226 


*snjdins pue selqeAed JsuteZe peyjou ase assay, ‘seTqeATeoel Joy}O pue spUuaePTAIP ‘}sesejUT epNjoxe sjessy Te}OL (1) 


"99d 9°SOT| L°Lbl O'l by E°b62'T|| S's $*°0% 8's 9°s 6°S9 | €°trs T°6t | 9T8S | HI6 | 9°90T | 6°9b | H°hG | B°H7T| S*LT €°9 9° CLS eq 
ydag €°v7L |} $°60L S°IIP Q°Sbe'T || L°S S°LT o°s s°s €°cS | L°LZS LLG | #°o8S | VES | E°LILT | C°Eb | L°T6 | E°LET| ¥°6 8°L aS 8°eT *ydeg 
aunt €°601T | S°8L9 7 6tb OLTZ‘T|| 8°F oll 6'b e°s S*6b | L°esy 8°LZ |E€°8ZS | S*68 | 6°VOT | 8°Sb | 6°F6 |8°9ET| H°9 a 4 s° 0°Et aunt 
“IBA 7961 8°80T | °SL9 6'bIb T°661‘T|| S‘v O°9T 6°v GS b'6b | S*IbP T°9% «=| 2°LT9 | S°BL | T°OPT | S*hh | 8°26 |T°SHZ| Z°OT 6°ST 8° 9°LI “reW 7961 
"99d £°66 T°tE9 6°79E €°r60'T|| vb €°vl 6b es tLe | O'VIP T°9T «=| O'6ES | ZEB | 0°68 €'eh | S°€6 |8°077| 76 8°e bl Ove 29d 
ydas 6°EOT | 9°9b9 O°9SE ’°90T'T|| Oo’ Tet o'r T's 8°09 | L°96€ S*pZ |€°999 | O'VL | T’hhT | O°Tb | ¥°68 |9°L07 | 9°6 8°OI L° £°07 ydes 
oun VEO | 6°19 B'TEE SLEO'T|| 6b O°cL I'v T's L£°3S | L°e9E B°ET | L°8rS | OIL | 9°OHT | O°6E | S*EB |0°907| 0°8 8°9 Ey T°61 eunt 
“TeW 1961 +°66 S*v6s Cree SSZ0'T|| I'v OTT 9°€ eS €°CS | L°OvE L°%% =| 0°S9G | 8°69 | S*POT | 6°LE | L°6L |T*EO7| O°OT Sc bt é'8T “Ie T96T 
"29d 9°S6 T° LOv O°IEES 8°€26 T'9 €or L’v v'tt b'Ib | 6°9TE L'vt |9°LZh | 6°09 | €°98 O°Se | E°bL |E*LET | Z°EE c (Aa! £°67 Tat 
ydesg 0°96 E°LZS ZOE £°696 c's T‘OT vy S°Z S‘tb | ZOTe GSS | LHS | €°6L | T°SST | E°SE | 6°ZZ | T°98T | 8°9 c s° L°8T yes 
oun T°OIT | S'*I8r VTE Tbl6é cls) oO°or I'v T'°9 b’°Sh | €°%67 I°St | ¥°60S | T°OL | w°SET | PCE | H°SL |S°H6T | S°T Cc 1S (aa) § aunt 
“eW O96T 7°L6 T°98P €°167 9°FL8 cs 6°6 Le OrL L°9€ | 0°08Z I°St |r°e6h | 8°09 | O'SHT | S°8Z% | 6°S9 | L*69T | S°EZ c 8° O°?T “reW 0961 
“99d +°06 L°v6e S*9LZ 9°T9L 6°9 8°6 b°e S’p L°6E | S°vLe bre | 8°69€ | L*bS | 9°S9 ¥°Le | L°EL \E*STL| I°Se o° Si €°87 29d 
ydas c°66 8°80€ L°06Z 9°869 8°s v6 S°e 9°% 9°SE | 0°097 GEC | LSKE | E°9S | 7°9L ple | 0°89 /E*LOT| v°ZT c° ge CSE ydeg 
eunt 8°66 este T°E87 e°ToL cs 16 9°e 9°% S°9E | 8°hSZ TEC 1 C°ZSE | Tes | 0°99 L°OE | 6°99 |S*9ET | 6°F C 8° €°8 eunf 
“‘TeW 6S6T L°%6 L°ese 7 *v67 9°OFL S*p L°8 L°€ o's O'I9 | S*6E7 €°C? | 9H8E| PPS | 8°9S POE | 9°9L |8°8hT | S*LT ce a 6°0T “reW 6S6T 
99d s’es B°VZE T'V8T $°269 6°S °s 8°E RS L°Se | S°S2tz v°0S ~=|T°CSE | L°TS | tp 9°8Z | S°LZ8 |O°TZT | 1°07 oe Sy 8°97 09d 
ydes L°08 9°06€ 8°LL7 T°6bL S‘y v's 8°e be GZS | L°Ot~ v°6I |O°9Th | O°bL | L°T6 f°6S =| S°OL | P°H7L | 7°07 ce ge 9°SZ *ydag 
aunt 8°tL €°Ese c°EST €°6L9 cs v's 8°e oT pss | 9°08T L°6l |g°sgg| 0°09 | €°cL SSS SLL PESh = ce yens 6°¢v1 aunt 
‘TeW 8S6T s°ss O°LZE L°TET TSt9 8°r v's 6°€ s‘T 9°8Z | O°O8T €°0% |r Zee | OVS | E°v9 8°SZ | L°6S |9°0ET | 9°E c° 9° £°6 “reW 8S6T 
"29d 0°08 L°v9T T°907 8°0S¢ 8's b's 6°€ T's T°6S | O°SLT S°6T | €°62Z2 | L°Ov | I°tr bbe | L°8S |6°60T | S°E c L° CES “oad 
yas Z°78 O°LEz T*v0z fees 6'v S°8 o'r BP $°9% | O°8LT O°8E Pri69¢ | O°€S || Ses T°St | 9°9S |S°T8 = c° 1h 8°8 ydag 
aunt $°06 8°6b7 L°661 0°0bS 8's $°8 (an 8°E $°0% | €°6LT S°LI |€°68c | CBE | O°LS €°Sc | S°ZS |7°60T | S°t C = L°0t eunf 
‘reW LS6T S's T*LEZ T°S6T L°et¢s o'F 9°38 Soy €°vl 9°07 | 8°vLT 6°9T |6°09c | L*Iv | 1°8% S°SZ | T°8S |O°SOT | S°% G ps ¢'°8 “reW LS61 
"09d €°LL 6°TET €°ETT 9°E2¢ 9o°b 9°8 by 8°L PIS | CELT O°Z4T |2°09% | L°VE | 0°82 $°9% | L°vS |L°LOT | €°L c° cw €°Sz 99d 
ades $°06 £°9b7 Z°607 6°SbS (Ga s°8 "vy €°S 8°€% | LOLT LSS OxGOce ace cm OcSy, 9°LZ | Z°09 |9°PET | 0°S GC +* O°eT ydag 
aunt T°L8 b'yTz 0°SOz% 9°90¢ Gay £°8 I'v Le L°LT | b°09T LoViML LSC Paes eS OF 8°LZ | O'9 |6°L7T | 0°% (Ge Se L°8 aunt 
“TeW 9S6T 8°es 9°ETZ €°71Z 9°60¢ 8°e c°s 6°€ [0 O°Sz% | 6°0ST 8°ET T°96Z | 9°0E | 6°47 v°67 | ¥°69 |8°9ET | O°% (Sa tal pel “IeW 9S6T 
“99d T°SL 9°1% 6°ET7% G°LOS he 7 0°38 8°e Le TTS | O°SPT EEL |E°Z8Z | O9°SE | 7°ce O°OE | ¥°89 |Z°S7ZI | 0°9 c° v5 Seog 29d 
ydas 6°9L lew 6617 T82s ore 6°L ve LT 8°87 | v°9ET Leet cv OCen ces ele LcoG 9°0E | 6°F9 |O°99T | 8° (Ge ¢° as ‘ydag 
eunf 6°96 T°8%Z €°L1e £°2bsS o's 8°L iss 6°9 O°St | 6°bZT TACT e966) | eo Sen| | S.OF O'OE | 8°79 |S*78T | S*E c c° 0°6T aunt 
“teW SS6T 6°0L 8°bIZ T'80Z 8°E6h cy BL 8°~ s’s SOT reese 9°21 Tere | tov | L°st 4°66 ek -E9 S299) ee Ga o p°st “TeW SS6T 
"99d 7°89 6°P6T b°e6l 9°9Ch 6°€ L°L 2G Z°8 CMS Ip 7A OE! 9°IT |0°022 | S°9% | 8°9T 8°9% | O°ES |6°9FT | — Gt ise 9°07 SU 
des 9°08 b°96T b°T8T PSP €°€ 9O°L LT T°OT L°et | v°Lot 9°OT 9°Z87 | I°Le | 7°91 T'ZZ | 9°0b |9°6LT | 0°% (3 S: has “ydag 
aunt L°6L S°06T L°y9t 6°DED ve 9O°L Ove 9°ET ott L°00T C°OR W25C9G: |evsce. | S°Lt HAG Wh ERSS IRSA ll ¢° A 6°1% aunt 
"teW PS6T £°0L 6°6ZT 8°61 6°6bE Vs orl €°€ 1ar4 OTT | 2°86 £°6 ECOG MS oEGa || Lee, OFES, | O'TE |S°6TE | S br iy 8°rT “TeW PS6T 
*99q 9°S9 6°LIT S°SbT 0°6ZE make S°L S°e oT L°01 T°S6 s°6 b’°S8T | T°6T L°s 8°0% | SIE \¥°80L | €° Ss 8° el al! pea 
ydas £°%9 6°LET C'vbl b'PbE b°e CL s°e €°St 8°8 6°68 6'8 4°86I | 0°07 | O'@T 9°61 |. L°TE |6°hIT | S° b° ¢° 1's ‘yas 
aunt S°b9 O°8ET O°9vT 9°8bE as 6°9 s°€ 9°CT 9°6 L°L8 L°8 9°90 | T'0% | T°9T v6 | OTE |8°ZTT | S°T ¢* 9° 6°8 Cutt 
“eW €S6T L°6S Cell £°Sbl tae €4 3 6S 9°9 Gre a TOT | 9°Ss8 0°8 9'E6I | v'°0% | 8°8 T'6E ||| 6°66, |E°STE | Ss €° Se 6°6 TeW ESOT 
"99d (a) b°6rt €°OvT 0°62E b°e Z°9 S°e 8°7 PE c'S8 $°8 c°2Z8T | O°8T 14 ©2610 eb Le NOS Weld ics (oe ae Z°07 Ee 
ydes L°09 T°6IT 6 bbl L°bZE 6°% c°9 €°e b* €*Or | T°es $°8 Z°10Z | 6°81 T°Z TSE | (8:8C. (6°8Gr)| = c 6° €°L ‘ydes 
ounf 76S T°TeT bbl 8°PEE s°¢ a9 O°e ¢° 9°CI | T°I8 9°8 6°O1Z | 8°6T L°L S°LE | \S°66 | ¢°9ST |S be Ls I'°8 aunt 
‘sew 7S6I =| S*6S | v°9Z7T | Torr | o9zEe || ove | z°9 lite || Ate 8°6 | 9°BL ES Le-ooc ess) Eee | S201.) Sez i ectet ||) | F: ¢ €°€I ‘EW TOL 
“99d T'b9 O°sIT T°9€T 2°sSte S:c Z°9 b°S EP 8°OT | 8°82 T°6 E°C6T | 91% Ore LPL ES | SeSGueseo bale = L° O’rT poe 
ydag 9°¢9 €°6tt L'vel L°LIE v°e c°9 €°S v° L°SE | €°92 L°8 T°86I | 6°07 O'T O°OT | OTE |O°SZT | — = Te £°6 3das 
aunt c°s9 8°OrT S°€el S°60€ (tS (ae) c's oe 6°6 9°CL $°8 6°S6T 9°61 s° S°9T T°OE |7°82T | O'T og v* O°or oul 
“teW IS6T °T9 7°60T €°Lel 6°80€ cae 1°9 0°% v° 9°8 €°89 6°8 8°T0Z | 8°07 = C297 SF Oc0CH SSPE hae = us b°6 1eW TS6T 
s}tsod |s}tsodaq 
Auer - ue 
Bent $0}eOT ‘Oya «| sojer sjusu | 40} nd ep eh sen | 823 |zem0 ae ens as ite o 
-TqeT'] "D390 -J1}189 sjos But | -TJy | set |sueoy | -se13y |uoulm0D Peal bso CRS EEE -sea1l|uste104 | -eued |-yeEYyD ® 
1e|O s}dtacey | pueueg Sori -sy |-pImg ur “noes |[eseyey| setes RQ U as ZL [-M3HSUT) 103 ae yeto semo |Aouerzma 
a6 pe a yisodeq RQ -TIQUYT || 29s30 |2}e}8q| squew |ustel04| -ToD |29 sueoy | poses “97S nese -}s0ys pice -UTA i ‘Jo pug 
GAM Gt T s}tsodeq 40 Teoy |-3seauy aBeBy0W| -e1g . ee Soren -01d [sernmoesg ; 
sjessy OdIsD 
T2101 sf stip ida 
(1) =| | Jo "3405 
seriiqery sjessy 
— suUoTTITW $ — 
a )ft4e71enb ‘soriliqery pue sjassy 
SHINVdWOO LSNUL TT 
I AIGVL a XIGNaddV 


Zar 


TRUST AND LOAN COMPANIES 


*snjdims pue seTqeAed jsutede pojjou ore Ssay] ‘seTqeATeoes Joyj}O pUe SPUEPTATP ‘}saso}UT SAepNjoxs sjessy JejOL ([) 


*29q o'e9 I‘T9€ €°S6T $619 8°% O'L ras L°€8 = ae ip ea oad 
ydag 0°99 €°Ore 0°06T £°209 8°7 (ara' Pll 1°98 = == 6°6 ydag 

aunt 8°b9 6°60€ L*L61 PSLS 8°% 9° PIT S*L8 = s° ad, aunt 

‘eW 7961 1°S9 L°90€ beRT Zacs 6°% 6'T Cait £°06 = eT L°6 “EW 7961 
029q €'19 L*vO€ 8°69T g°ses LAC L't OvIT 9°8L i fe O'OT ‘20d 
ydags L°es 9°67 b‘OST L°96b 9° ite I'v peje L*v9 = = 8°8 ydag 

aunt 9°%S T*6LZ O°LbT €SlLp 9° 9% 1S O'IT S‘19 = ji aye aunt 

‘teW 196T b'7S 9°697 8°VET 8°9Sb 9°L 9°% S°% v°OL 4°09 = 6° z'8 ‘TeW 1961 
09q Z'tS 6 "E97 I ‘82 V'bbb L°6 0's o°s c= €°SvE 6°6 €°9S Tis 6° L'8 0d 
deg b'6r L°LSZ ZOU €°L&b 9°6 0's T's ¥'% PETE 6°6 1'%9 = ce ¢°9 3dag 
aunt 9°0S 6°0SZ L°TIt l'blt S*6 z'8 Ss Ze S*PLE 0°OT L°9S = cs 9°9 aunt 

‘reW 0961 Z*0S (GX v°LIt 8°€0F S*6 Z'8 T’€ S°% $°90€ TOT 0°8s = (A Jp ‘TeW 096T 
29q T'0S 8°0EZ L°STt 9°96E +6 z'8 T°€ Ly L°ZOE ZO Z°0S i Ge 6'OT ‘00d 
qdag +64 €°907 S "bat £°08E Z°6 z's CE 8° S*€6Z TOT brs = ‘ee L'v ydeg 
aunt 6°8r 9°S6T CSO 8°998 0°6 z's AG cs 6°LLZ 0°0T bbs = me 8'P aunt 

“reW 6S61 bly €°SLT CErey T'LSE 8°8 z'8 Ge €° 6°€97 6°6 8°9S = €" 8°9 “IEW 6S6T 
92d Z'Sh L*vLt O'OET O°ESE 9°8 (ag) XE ¢? 1°97 L°6 L°tsS = cs 6°L eq 

yas 8°8b L°OLT O'ZET o°LGE s°8 z'8 BG er: 6°9SZ z°6 8°6S = s° 6'IT ydes 
aunt €'bp L°ELT €°7Z1 £°0bE $8 z'8 GT (30 S87 8°8 £°6S = €* a's aunt 

‘reW 8S61 Zeb €°69T ZEIT L°Sze b°8 z's GE ce 8°OKZ €°8 66h = ee £8 "IEW 8S6T 
09q O'er 6°E9T L°OUT 9°LIE £°8 z's at ce S"0bz BL 0°%b = (ee 0°6 eq 
qdes 6°6E T ‘OST T‘@IT 0°20€ 1) z's a ¢° I °veT 6°L S°LE = Ge es ydeg 
aunt OCP L°Sbl L‘OIL #°862 B°L Z'8 a Ge TIES 0's £°6E = = ve eunf 

‘reW LS6T 8'Sb €*Trl BOIL 8°862 OL z°8 Ce Ce b'lET 1°8 8°Le = Ce eS “reW LS61 
098q Late, O'erT O°ZIT L°96z €°L Z's Ga (6° b'b7~ z's b°Or = (Oe ey 29d 
yas Sy T'Ipt 6°80T L°l6z O° z's (oe Ge v'LIZ z'8 b°Sb = Te 1°s ydag 
aunt Ilr O°6ET 6°80T T°68Z 9°9 (ae) ep Ge 8°O1Z 1°38 ETS = 5 9'€ aunt 

‘zeW 9S6T T°6€ O°sel O°ZIT L°98z zo €°9 Gs (9 €°SOZ 1°8 6°ES = a +9 "IeW OS6I 
29d €°8E O'IET TSI €°L82 8's €°9 Co? ee 8°T0Z 1'8 8'bS = 180 0°6 eq 
"ydas Le €°671 0°07 G°982 6's £°9 (ee Cs 9°961 9°L v't9 = €° 1°38 yes 
aunt S*'9E 6°L71 €*LIT L°I8Z 6°S €°9 (ep (2 €°T6T IL v19 = ce 1°6 eunt 

‘teW SS6T jIRS 9°SZI v‘60T V2Lz 6°S €°9 oe (60 b'pst L°9 6°6S = ¢° z's "reW SS6T 
29q ORS meas L°*vOl 2° b9z 6°S €°9 = 1S b°78T z°9 bps = te 8°8 ‘00d 
ydeg ILE 9°OTT O°ZOT 9°S¢z 0°9 €°9 = ee O°9LT 6°S g°ss = S* I's ‘ydas 
aunt L°S€ €°vIT £°L6 E°LEZ 0°9 €°9 = roe b°69I 9°S 61S = ¢° 9°L aunt 

‘reW PS6T ZOE Z°LOL 9°16 O°SEz T'°9 €"9 = Gs O°E9T e's 0°8r a Te z°9 “weW PS6l 
09q I°9€ 9°66 £°06 1°9zz T°9 €°9 = ee L°79T o°’s 6°LE = Tis 8°L 99d 
ydag 8°se €°S6 S16 9°22z z°9 €°9 = oo L°6ST T°s bb = Te 8°e "ydag 
aun 9°SE 0'r6 S°%6 0°z22z z'9 €°9 = (se €°9ST as o'er = if Lv aunt 
TeW €S6T 8'Pe €°16 8°06 6°91z €°9 €°9 = Ge O°TST e's Cty = cs €°s "teW €S6T 
28d Z'SE 8°Z6 6°88 6°91Z €°9 €°9 = os £°6r1 S's 0'tb = is) (i 09d 
ydeg Z°SE b°16 8°18 b'b1zZ La) €°9 = & 6°SPT v's £°9Or = = 6°€ ydeg 
eunf S'rE L°06 b°L8 8°21Z s°9 €°9 - w bert oS £°9 = = 8b eunf 
“"reW ZS61 S*PE 0°48 8°48 b°602 s°9 €°9 = ce 8°6ET v's O°Sb = or ¢°s “reW ZS6T 
28q a'SE b'88 6'b8 9°80z 9°9 £°9 = Ce L‘OvI b's (aa 62 = 60 1'8 09d 
qdeg S'EEe b'°78 €°L8 G°E02 €°9 £°9 = ec 8°ObI €°s S‘tp = Te 0% ‘yas 
aunt S'ee T'S +6 6°661 09 €°9 = oe S*PEl (AE 6°Er = 1 8°e aunt 
*reW IS6T I've O°SsZ 0°%6 T'10Z €°9 €°9 = Ce b°8ZI a's 6°9r = (ye vl “reW IS6T 
s}tsodeq s}tsodeq 
Aoueun uet 
so}eo S2}0N ‘@) tp yueq pele 
“BTHeD Gacte SOMIIV | sonrmoeg | sueoy Phebe, Sh yOoIs w19}-}10Y4S UarTSION Bdedse) ee 
semjueqeq) pueweq /sanmqery aveisq ut sjuow uBtes0,q | Tex03eT109 | ad uowwoD Q/ pue s{iig 72N0 Aouein) 
Jo pug aa io sjassy || peay a eames eBeByow | P°43°%d | ‘spucg uerp 3JO pug 
s}tsodeg 1e10.L -bued [e}0] 
G9) yseo 
soruTTqery sjyessy 


— suoryrm ¢ — 


APayenb ‘saniiqery pue syassy 
SHINVdWOO NVO' 


Il ATaVL a XIGNdddV 


ROYAL COMMISSION ON BANKING AND FINANCE 


228 


%00T 
000‘Z 


LIZ‘861 
690‘T 
69S ‘bbl 
186‘SP 
€96'P 
Laat 
661'T 
y8Z 

8 


yanenae.! | svumosoy 30 “oN | 


%00T 


SIT ‘66 
COE 
78L‘S6 
169‘Z 
CLT 


s}UNOD9Y [80] 


%00T 
Str‘ 
vOL‘ISE 
EL9O‘E 
719867 
ZHL‘OT 
878 
S8I ‘€ 
€v9‘TZ 
8YV 
€8t‘T 
Z1L9'b 
$67Z 


%00T 


Sev ‘Er 
897‘T 
9EL‘6E7 
OOT ‘T 
1S 

07% 

6072 

(6 

bY 

‘S 


*0961 UT OT7e3UGO UT pese}sTZes SotUuRdUIOD jo 8}988 
uot Bossy ,SeTUBdUIOD JSNIT, OY} JOJ OTIBJUD UI9}S9M JO Aj{sSIeATUQ 24} 32 pese 


%S9 
8L9‘8T 


TTS ‘821 


COL 
eSp‘Ll 
688'Er 
0S6‘b 
OvT 
80 ‘T 
S92 

8 


Z : : 


syunodoy JO *ON 


szunod0y [e301 


000‘S$ 40409 S}UNODDY 


iE 
LS8‘T 


8S6‘19 
9ZE 
€0S‘6S 
986‘T 
It 


Love 


SE ‘Ee 
6ST 
691 ‘TE 


eB a4} Jo ATaat}Oedses %09 pue %89 ZuTAvYy setuBduIOS OT PUB GT J2AOD S9TqQB} BSeUL “EpeuBD jo 
deid Apnys e& ,,AWoUu0Dg UeTpeUuBeyd 94} UT sayUuBeduinog UBOT pus YSNIT 24} JO sTOY eUL,, :eoINOSg 


*sassaUtsng pezesodioourUN BuUTpNyoYy [ 


strseerereeres TRIOT, PUBID 0} TeJOL jo JUusoIOg 
sesccecscsccenccecsssecsssesosssoesorsores ITSO GOT eseloay 


Prrerererrrrrrrr rire) 


seeneeeesoeee TeqIOL 
Prrrrerriiriri ry uste10 4 


PPPPTTTITTTI TTT  STENPTATpu] 
eeececcesccesccccscesses suot}elodiod 120 
eee Secwwevetennssseceesssasee2ee/ OTT iJ yTenjny 
seececcecces sotueduiog aoueINSU] xjtT 
“+ soTueduiod asesyop pue jsniyl 
stresecceeesereeeeerseerses SHUBET PAJAWEYOD - OJBATIG 
+“ sgrouadsy Tedrotuny pue settyedroruny 
*** SUOT}BIOGIOD [BTOUTAOIg pUe [BTOUTAOIg 
steeeseseeeeeeeeeeees SUOTIBIOGIOD UMOID UeIpeUeD 
sesseceseereeseseeseeerecsrerorsers@ BO BURT JO JUDWUIBAOD 


ee eeercnscvescescsseseseees 


000°S$ 40409 S}UNODOY 
a EE SE 


yunoosoy jo edAy, pue Jequiny ‘eztg ‘1eploH Aq patjtsse[D 


%LS %S WS °9€ 
SIZ ‘OT €p9'T 
110 ‘002 ZEE ‘TI L89‘87I 
080‘Z €9I IS€‘T 
61 ‘6rT 799‘TT L6E‘971 
Z16‘ST €6€ 6SL 
99L S z9 
O8I ‘€ ST 8 
Ors ‘7 LL v8 
Sb “6 a 
SST ‘T 6 1Z 
L09‘v “6 S 
S67 re = 
yUNOUY szUNODDY Jo °ON qunoUy 


000‘S$ - TOS$ SJUNODDY 


00S$ JepuAQ sJUNODDY 


22PTOH 
SHINVdNOOD NVO7T 
GNV LSNAL OT - SADA TIAIAd 
ONINOAHO LNOHLIM SLISOdad GNYNAG 


000‘S$ - TOS$ s}UNODDY 


00S$ JepUuQ s}yUNODDY 


(sie]]og jo spuesnoyy]) 


TE %S °9 LEO 
OST 
€67‘8L 990‘EZ OT8‘ZST 
96L c8T 60€‘T 
L00‘LL 96L°7Z $90‘IST 
CLE TZ See 
ov ae = 
€ = C 
1 eT 18 
Lt v 8T 
I = = 
syunodoy jo °oN | jUNOUY squNodz.y JO °ON 


*SasseuIsng pe}esodiooutun Zurpnyouy { 


streseeereeers TEIOT PUBIN) 0} yeOL jo jUsoIEeg 
seccceccccccecsscnscscsensossoossoorerorre ITSO GOT eseleay 


steeessecceseccsssccesceeccseaseccascassescsccosssowseosrnes TRIO T 


ecccccecccccccccccccccccesccessssscscsressceescsescessceees usT9IO WJ 
Pprrrrrrrerrrrrrrrrtr rt ;STenprsatpuy 
ececcccccccccccscccccces suot}eIodi0g Ja3O 
stsesesecereecerssereeereeererers SPUN TENINI 
haat A eee sotueduod aoueINSU] ajTt’T] 


“* sotueduiog asesjIop pue jsniy 

strsseeeeeseoseereseeererers SHURE POIOPWeYO - eyeATIg 
1) soTOUasy Jedrotunw pue seT}yedroruny 
**9* SUOT}EIOGIOD [BTOUTAOIg pUe [BTOUTAOIg 
sce reccccense *** SUOTJeIOdIOD UMOID UeTpeUeD 
steseceecsseeeecssesereererersoseres PO BURBS) JO JUSTIUIB AOD 


J@PIOH 
SHINVdWOO NYO 
ANvV LSNUL €I - SADA TIAINd 
ONINOAHO HLIM SLISOdad GNVWad 


196T ‘UAHOLIO ISTE LV SLNNODOV LIsOddad GNVYWAG ANVdWOO NVOT GNV LSAAL 


Tl ATaVL 


a XIGNAddV 


229 


TRUST AND LOAN COMPANIES 


*O961T UT OTJB}UO UY pesej}sT3e1 satTUBdUIOD Jo sjasse ay} Jo %ZB BupyABy SatuBdwod UBO]T PUB 34S8NI} LT sleA0d 21GB} STU] *BpeUBd jo 
UoTJBIOOSSY ,SeTUBdUIOD JSNIL PY} JOJ OTFBIUO UsJe}sSaM JO AzTSseAtTUQ ey} je pesedeid Apnjs &,,AWOUOD UBTpEUBD ey} UT setUBdWIOD UBO7 pus ysNIyZ 24} Jo PJoY eUL,, :e0mMog 


*sesseutsng pa}esodioouyun Buypnyjouy { 


%00T %O0OT %OL YET %TT %8S LT %OE seeeeeereees TBIOT, PUBIDH 0} TBO] Jo JUs.IEg 
zoe‘s 6LS‘ZE 866'T Lee siteenesenseseneeeseneesnreseneerseegtsodaq aBBsOAYy 
LPL ‘SEL SOL‘SEI €28'09S 91Z‘LI 69¢'T9T SSz‘0g Sos‘e1 Z6L ‘Ob sosseeeneceunessansscsnscnsssessnecceasscssnnersseeeesiees TRIO T 
S16 ‘61 POL ‘I 0Ss‘gt OPT Zh 'T 069 ZI 99¢ sossesnseeseecnnecssesnnsenasecsnecssecsssnecssesseeeesees YUBTSIO of 
OVS ‘PSE OI7 ‘TET ZZ1 ‘STZ 686 ‘ET L8T ‘9ST SL7‘8L TET? ‘ET 796 ‘6E Fe Ree aia See S [ENDEATDUT, 

OLE ‘O0E 868°E STI ‘867 9L9‘Z 149) a4 ZEO'T 8S 061 sseseeeeeseeeserreeees SUOTIEIOTIOD JOy}O 

6tI 0z PPT 61 S : = Ps seeeneeeaeersecseeeseeeseeess SPUN TENN 

9s8°S OvT €0L‘S aa ZS SZ I € “ee soTUBdWOD soUeINSU] 9317] 

€9L‘b TEO‘T 16Z‘E vel 06€'T ovo z8 LSI “setueduiod e8e8yoW pue isn 

Sss‘Tt 6 SSs‘T 6 ad = = — syueg poleyeyo - e}eAtig 

Z10‘S BIZ S08‘b 601 861 16 6 SI “* seTouasy Tedrotunw] pue ser}tyedrorunw 

ZLUIIT re OLI ‘II SZ I I I 8 “** SUOTJEIOGIOD TETOUTAOIg pUe [eTOUTAOIg 

SII'Z ¢ SIL‘Z € = = = a, setseseeeseeessnees SUOTIEIOGIOD UMOID UeTpeUeD 
= = = & a = = « siseeseeeseesaeessseeaneesseesses BDBUBS JO JUS WUIAAOD 


syuN0O.Dy pinauiy syunoooy sumoury squnooDy 
JO *ON JO “ON JO ON 


sjzUNOoOy 
JO °ON 


yunouly qunowy 


J9P1OH 


szuUNODOY [BOL 000‘S$ 10409 S}UNODDY 000‘S$ - TOS$ sJUNODDY 00S$ JepugQ szUNODDY 


(szeTJoq jo spuesnoyyz) 


Joquny pue eZIg ‘IaploH Aq petjtsse[O 
T96T ‘UYAAMOLOO ISTE LV SHYNLNAGAG GNV SALVOIMILYAD LNAWLSHANI ‘SLISOdSG WHAL ANVAWOO NVOT GNV LSOAUL 


AI AIEVL ad XIGNUddV 


230 ROYAL COMMISSION ON BANKING AND FINANCE 


APPENDIX E TABLE V 
TRUST AND LOAN COMPANIES, INTEREST RATES“ 


SE Scuable Term Liabilities Chequabie Term Liabilities 
Deposits Deposits 5 years 
1951 
Tee destessesseaonee 1.95% 5.10% 
Dees tvoceescecvestseseccss 1.95 5el3 
DLT vetisesccscessvccesecss 1.95 5.34 
LV steteteccesetsvessetes 1.95 5.56 
1952 
TGtsteccocces ccoeveceusscs 2.00 5.54 
[Jererteks cteccscpesecctses 2.00 B25 
TD eee ctecvececsésentnssss 2.00 5.18 
TV Srictcccccssceascsscest 2.00 5.09 
1953 
| a ee 2.09 5-00 
Tie ees vercpecraske 2.09 4.95 
10 ye ek a 2.09 4.95 
T Vor cts 2.09 4.95 
4.95 
1954 4.95 
Tr cencetece scstcoscsssess 2.36 4.95 
16 Sree ey eRe 2.41 4.95 
DD geeeeeetseccsccseccosesss 2.41 4.95 
DV idtrretteccccacvisesscess 2.41 4.95 
4.95 
1955 4.95 
Deere cen ceceeeecoucscese 2.52 
Deer reccss conscoecsctses 2.52 
TEES oivcccsccsczecceasese 2.54 4.95 
TV. Boccvctescisscectneceess 2.56 4.95 
4.95 
1956 4.95 
) Whee Ae gee poet peal 2.67 5.00 
TDac sire sce costecssdecsss 2.67 5.20 
ULNircscecssseccssccusctsecs 2.73 5.50 
DWiteeccsstscesereccssenes 2.94 5.65 
5.50 
1957 5.30 
Leas shesticeccctsccecccss 3.09 5.15 
190 cece dpsccecoanscooonnss 3.14 5.20 
TED Pocese sees seasesotosesse 3.14 
DWalesttesosscss socecsorte es 3.16 
5.20 
1958 5.25 
Mgeererscereccesterarscres 3.19 5.25 
Mi lgeevenscsebescesscarctses 3.17 5.15 
TU Die esteascecsescererseeese 3.16 5.00 
UW Rive ctasavcocscessexeress 3.16 5.00 


(1) From 1951 to 1960, average rates paid during each quarter by the principal companies: thereafter average rates at month-ends. 
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APPENDIX F 


SURVEY OF ESTATE, TRUST AND AGENCY FUNDS 
ADMINISTERED BY TRUST COMPANIES 


Very little has been known about the funds held 
by the trust companies in their estate, trust and 
agency accounts. The Commission approached the 
Trust Companies’ Association of Canada and 
obtained the co-operation of three large companies 
in a sample survey of their accounts conducted 
in mid-1962. The Royal, Montreal and National 
trust companies, which hold some 60% of all funds 
administered by trust companies, carried out a 
survey in four large Montreal and Toronto offices — 
one company surveyed two offices while the others 
took only their main branches. Pension funds and 
securities held on deposit for insurance companies 
were not included in the survey, both because of 
the special nature of these funds and because 
detailed statistical information was already avail- 
able from other sources. (!) The book value of these 
two types of account was about $1.8 billion at 
the end of 1961 out of total funds of $8.3 billion. 
About one-third of the remaining $6% billion (at 
book value) administered by trust companies in 
estates, under trust agreements or in agency 
accounts was held in the four offices included in 
the sample survey. 

The main purpose of the survey was to provide 
information on the distribution of these funds 
among different types of account and the distri- 
bution of their investment in different assets.(?) 
It also served to give an indication of the extent 
to which the reported book values — the only data 
available from other sources — understate the 
market value of the assets under administration. 


(1) The Dominion Bureau of Statistics publishes annual 
statistics for Trusteed Pension Plans and details of 
insurance company deposit securities are given in the 
annual reports of the Superintendent of Insurance for 
Canada. 

(2) The Commission of course had no interest in the affairs 
of individual accounts and the returns received from the 
companies could not be identified in any way. 


Methods of valuation differ from company to com- 
pany, but the relationship of book to market values 
shown in the survey and full descriptions of their 
valuation procedures provided by nearly all the 
trust companies made it possible to estimate the 
market value of all E.T. and A funds at the end of 
1961. As indicated in the Commission’s report, 
the $6'% billion of funds other than pensions and 
insurance company securities appear to have 
had a market value of some $8.7 billion. The 
market value of pension funds was about $1.4 
billion and the insurance company securities had 
a market value of $1.8 billion, as reported by the 
Superintendent of Insurance, compared to a book 
value of about $0.4 billion. Thus the aggregate 
market value of all E.T. and A funds was about 
$11.9 billion compared to the published book value 
of $8.3 billion. 
The design of the sample 
The three companies were able to provide sum- 
mary data on the size structure of all the accounts 
held in the four offices to be surveyed and this 
information was used to design the sample and 
re-weight the results. As the following table 
shows, there were few accounts having $10 million 
or more of assets and it was decided to include all 
of them in the sample. The remaining accounts in 
a total sample of 798 (the original design called 
for 800 but one company inadvertently included 
two less than requested) were distributed within 
each company in proportion to the total value of 
assets in each size class.(‘) Thus while all ac- 
counts of $10 million or more were taken, 82.5% 
(1) The distribution of accounts was carried out separately 
Gisinese ditters somentac the contined Gem eee 
the table is not strictly proportional, The results are also 
affected by the fact that two of the companies provided 
whilethe uacibution (f secre weer tenes ceces 
on market values, The estimated distribution of funds at 


market values derived from the survey is given in Table 
II below. 
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TABLE I 
DISTRIBUTION OF ACCOUNTS 
All Accounts : | $18 Sample Accounts 
\ iam Ratio of 
total to 
J Value of sample 
Res oer Number Assets To Number To number of 
$ millions accounts 
Wess’ than’ $ 1O0;00O0 Me. cc. cccasscensee snes 6,283 192.4 12.4 125 16.0 50. 264 
#100 FO00RtOr Ss milli On e.re.cesseeess 2,567 702.2 45.2 428 54.7 5. 998 
$1 million to $10 million .............. 279 658.4 42.4 230 29.4 L213 
DU HCOt ala reser ireesenctrcccacatenevecondecen 9,129 1,553.0 100.0 783 100.0 
SiOnmillionsandioversers + .se-rcccs-ss 15 401.5 lod chon Y 15 1.000 
MOM Al seesrosecccuscesvadscens tase cocsrersrers 9,144 1,954.5 798 
| a aor “3 


of the accounts with assets from $1 million to 
$10 million, 16.5% of $100,000 to $1 million ac- 
counts and 2% of accounts with less than $100,000 
entered the sample. The ratios of total numbers 
of accounts to the numbers in the sample in each 
size class were used in re-weighting the sample 
results to make them representative of the actual 
size structure of E.T. and A accounts. 

It must be emphasized that at the very best the 
survey accurately reflects the business done in 
the four offices sampled. In the absence of any 
detailed information on the E.T. and A business 
of other companies — or indeed on that done in 
other offices by the three companies covered — 
there is no way of telling how typical the results 
are of the business as a whole. It was mentioned 
in the report that the main offices of large com- 
panies may well have relatively more agency 
business and more large accounts than are found 
elsewhere, and similarly these accounts may be 
invested less in mortgages than accounts in 
smaller centres. Even for the offices covered the 
sample is by no means perfect for no information 
was available at the outset to design a sample 
stratified by such important characteristics as 
the type of account — whether estate, personal 
trust, institutional trust or agency. Within each 
size category the accounts were chosen at random 
so that the sample should be representative of 
each size category, but they have been re-weighted 
using the average size structure of all accounts. 
However the results were checked where possible 
by re-weighting each company’s sample separately 


and since no major discrepancies between the 
two methods were thrown up, the following tables 
can be taken as broadly representative of the four 
offices sampled. 


Information obtained for each 
account in the sample 

The following characteristics of each account 
were reported: 


1. Type of account: 
— Estate or Testamentary Trust 
— Personal trust 
— Institutional trust 
— Agency account 


2. Year of establishment of the account 


3. Investment limits: 

— limited to investments permitted by Trustee 
Acts or the Quebec Civil Code, or more 
restricted 

— limited to investments permitted by the 
Canadian and British Insurance Companies 
Act 

— no investment restrictions 

— some combination, e.g. part of an account 
restricted in some way, the remainder being 
unrestricted. 


4. Investment responsibility of the trust company: 
—trust company is the sole executor or 
administrator 
— trust company has joint responsibility with 
others 
— trust company has no investment authority. 
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A full distribution of the accounts’ investments disposals of assets during the 6 months preceding 
at book and market values was obtained and in the mid-1962 survey date was reported in the 
addition detailed information on acquisitions and following form: 


During preceding six months 


(Market Value) 


As at date of Acquisitions Disposals 
most recent return 
on porttette (3) (4) (5) (6) (7) 
(1) (2) New Other At Maturity Partial Other 
Accounts Distribution 
Book Market $ $ $ $ $ 
Value Value 


5. ASSET DISTRIBUTION $ $ $ $ $ $ $ 


(a) Common Trust Funds 
(b) Trust Co. Investment Trusts 
(c) Other Mutual and Investment Funds 
(d) Treasury Bills 
(e) Other Government of Canada direct and 
guaranteed 
— under 3 years 


— three years and over 
— Total 


(f) SUBTOTAL, Government of Canada 
securities (d & e) 
(g) Provincial — 
direct and guranteed 
securities 
(h) Municipal — 
direct and guranteed 
securities 
(i) Trust Company G. I. C.’s 
(j) Commercial paper 
(k) Corporate bonds and debentures 
(1) Equities — private 
— public: common 
preferred 
total 
Total equities SS yn a ee ee a ee ee 
(m) Foreign securities — bonds 
— equities 
— total See ee, rr ee ee ee eee ee 
(n) Mortgages — N.H.A. 
— other residential 
— commercial and industrial 
— TOTAL a) eg ele, ee 
(0) Cash 
(p) Other assets 
SUBTOTAL (a to p inclusive) 
(q) Real Estate n/a 
TOTAL eel eee eV Ng peer ha ey ee. ay ie BeRALey 2 OE a) 
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The main features of the survey results were 
indicated in the Commission’s report and the 
tables in this appendix provide more details. A 
great many classifications of the results were 
prepared, grouping accounts by size and according 
to various combinations of the characteristics 
listed above.(#) Many of the finer groupings did 
not prove significant, either because the structure 


of asset holdings and trading behaviour did not 
vary meaningfully within the broader categories 
shown below or because the sample was not large 
enough to yield reliable results in all classifica- 
tions. 

The aggregate market value of all accounts in 
the offices surveyed is estimated at $2,470 
million, distributed by size and type of account 
as in Table II. 


TABLE Ul 


ESTIMATED DISTRIBUTION OF FUNDS 


$ millions, market values 


- Estates and 


4 T . Personal Institutional Agency TOTAL 

Size of accounts: eae ay Trusts Trusts Accounts 
under $100; OOO Wecrccesecsectesesrcssere 142.9 SiShy I 4.0 66. 2 246. 2 
STOOROOORtO  Slemticcceccccsrseeseesss 580.4 12S 2 7S 347.3 1,068. 2 
SA MMECOMSLOMMssereteseeercesuseerte es 240. 1 57.1 78.4 340.0 715.6 
SiOmnwan dio verhecsescessseeresssecet: 43.4 18.6 43.3 334.9 440.2 
TOTAL cern ceccetaeccecodaceescetacntieccnce [. 1,006. 7 232.0 143.0 1,088.4 2,470.1 


Tables III to VI give the distribution of funds 
among different investments for each size and 
type of account, and Tables VII to IX provide the 
same information for groups of accounts with 
similar investment restrictions and trust company 
authority. The next two tables summarize the 
sample information about trading activity, which 
may reflect the particular market circumstances 


(1) Copies of the full results have been deposited in the Public 
Archives and in the libraries of the Dominion Bureau of 
Statistics and the Bank of Canada, 


of the first half of 1962 as much as ‘typical’ 
trading activity of E.T. and A accounts. Finally 
Table XII classes accounts by their date of estab- 
lishment, giving some indication of the extent to 
which the investment limits and degree of trust 
company authority written into wills and trust 
agreements have altered during recent decades. 
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APPENDIX F TABLE III 


ESTATES AND TESTAMENTARY TRUSTS 
Distribution of Assets, by Size of Account 


TOTAL 


To $ millions 


Govt. of Canada Direct and Gtd. Sec. 


PMI LCASULYIDLLLS saccttestessecerncceecccstcccs 
— Bonds — under 3 years................ 
— 3 years and over .......... 
MOCAWrencrsaccactcccesssstecsectcccccuteceocctiecs 
Provincial Direct and Gtd. Sec. eeecccee DD all 16.9 110A /7/ 
Municipal Direct and Gtd. Sec. .......... 2.5 3.3 2.4 
Minusta@ompanyrGal. GeiS cccceccecseseseseeeees +2 2.9 «7 
Commercial Paper ..i..cc.scosceecescccccceseesees = = = 
Corporate Bonds and Debentures ....... 4.1 etl 6.5 
Canadian Equities: 
BRIA ALC T neccueccctcescctsrekeccousercccccrcckcoce 7 5.0 
Meas ssancescesccseestnes 37.9 47.7 
ercogencesessecseesvess 5.4 4.7 
Mesclsacscossonsecscrerceesssbesvareceaveccese 44.0 57.4 
PPPOE SSH H OOS HSE SESE SES EES EESEEESEO SEES EO SESD a 4 
sescanesecsen tcacsssdesstcasscossscusers 1.0 3.4 
Mo osnesoseucscscescessaseesccseeuasssosenceces 1.0 3.8 
POPP SOHO SORE EEE O OE EEEEEH SOE E SEES SEES EEEEOES As! 7 
Daceaccestecccsvsteesss 16S} 2.3 
Doaseuesscessitessss 3.6 22 
Bateseesecsssccesestevessscscsvecseseesstacess 5.4 2-6 
Ran teuesccotesestesccsestevess — 2 
seaseaeakcccesdsedensses i y/ 8 
Bamaetscsascrcessessceesstetscaureccsucsecscocescses 100.0 100.0 
Total Market Value of Assets? .......... $580.4 mn.| $240.1 mn. 


1 Excluding real estate. The estimated values of assets shown in each size class are those derived by reweighting the sample in- 
formation: the total therefore differs from that shown in Table VII, which is based on the unweighted results. 
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APPENDIX F TABLE IV 


PERSONAL LIVING TRUSTS 
Distribution of Assets, by Size of Account 


$25 m. $100 m. $1 mn. 
Under to to to 
$25) me $100 m. $1 mn. $10 mn. 
| To 7 To % $ millions 
Govt. of Canada Direct and Gtd. Sec. 
— Treasury bills ..........ccccrsscsssescoenees = = = aul 
— Bonds — under 3 yea&s ........sseeeee 12 2.0 1.6 8 
— 3 years and over .......... 6.1 6.9 7.1 The 
TROGAL seresseccsnrieecoucctacsccusecacwesstussscenas Teo 8.9 8.7 7.9 
Provincial Direct Gtd. Sec. ..........seeeee Wit 8.9 10.9 8.9 
Municipal Direct and Gtd. Sec. .......... = 3.8 2.2 1.9 
Trust Company Gil. C'S ..c.eesceeseceereeees = = sil ail 
Commercial Pape ..........sccccccseccenccesserse = — —- - 
Corporate Bonds and Debentures ...... 13.4 16.4 9.1 9.9 
Canadian Equities: 
BMP Pv ae Gui asi ctenoetnertoscoceceecccessconscnces DOW — 1.5 1.4 
EU DLIG —sCOMmMOMNinecctesececseterscenesee= 11.0 51.4 50.2 46.8 
= Preferred ctevscsscccosssscess — 1,2 4.0 6.3 
TOC al pers scesremnns wecrtouseciscstceenes sacsesere 31.7 52.6 55.8 54.5 
Foreign Securities: 
BESO MC Siks enevorer ese mitesuxessccesecesesveucseress = — evi, 2.4 
SSR IUCNI ELE S Becescercsseccsstecs csv ecceserteneerecses 10.4 8.1 9.8 PANS} 
TOC allie eeece rect corscoccaseteoctsensccnecweerececs 10.4 8.1 10.4 14.7 
Mortgages: 
Sais cAlerces eoccoa stone cen cosoncsesisssecsessescets = = = _ 
— Other Residential .............ccsseceeeee tes — 29 1.4 
EGommerclaluandeln der cccss-cccrcsesses — — = wk 
iOt al naccctsccsccoceveseutcosttresccosccsesensoasse 7.3 — 9 1.5 
Mutialeinvestments ccrcscscstsscccsesrseseercsre = _ _ o2 
Cash and Other ASSets..........cssccscessseee an 1.4 2.0 5 
MD plal ot te nea eee 100.0 100.0 100.0 100.0 
Total Market Value of Assets™......... $33.1 mn. $123.2 mn.| $57.1 mn. 


(1) Excluding real estate. The estimated values of assets shown in each size class are those derived by reweighting the sample in- 
formation: the total therefore differs from that shown in Table VIII, which is based on the unweighted results. 
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APPENDIX F ee 


INSTITUTIONAL TRUSTS 
Distribution of Assets, by Size of Account 


TOTAL 


Unde $25 m. $100 m. | $1 mn. $10 mn. | 
to to 
$100 m. $1 mn. $10 mn, over 
7 ) a 


To 7[o To 70 To To $ millions 

Goyt. of Canada Direct and Gtd. Sec. 
SE PRTCASULVEDILTS (oe stece.eSecocccsesssccescccse = = = = bey = = 
— Bonds — under 3 years................ = - 05 9 aa 6 8 
— 3 years and over .......... — —_ 10.1 13.5 1.5 9.1 13.0 
POt altsscsteecsotescchccthcocsttctieccessssstecncs’ — _ 10.6 14.4 1.6 ON7, 13.8 
Provincial Direct and Gtd. Sec. ........ — 12.7 12.3 17.4 3.5 12.4 17.8 
Municipal Direct and Gtd. Sec. .......... — WS 7/ 6.4 7.0 2 5.2 7.4 
abrast, CompatiyeG. le C.?'S .tscccesessccccesscccd = = — = Pa =e <3 
Commercial Pa pen’sie.c1s1.c.cescseseessveses-ven2 = = = es = a3 = 
Corporate Bonds and Debentures ....... — 31.6 12.7 28.9 7.8 20.6 29.5 


Canadian Equities: 


SEITEN QECE Grats cin Sesstte econ cuecisacevecees — a aa = a = as 
Em U DLAC! —GOmmMoOn <..resshtscicenncosne0008 = 38.0 49.7 16.3 53.8 32:53 46.2 
—PESTOLELTed «.sessescescssscesseces = _ 333 aif 2 8 Vee 
MROLALG...ccetasestesscosctoacestrctesses sossssacesst _ 38.0 53.0 16.9 54.0 SUI 47.3 


SMES OMS) cee ecnssssscncctccesstesheseossescatesssot _ _ 4.2 2.0 02 1.7 2.4 

SIUC TTL OSs cttcvcsccoscecccsrecces tess sacessesscce — _ 7 11.8 Si 16.2 23.1 

MIOE ALE: ccumsccesctcoetscsscssctvetemeeescesenesesce - _ 4.9 13.8 32.0 17.9 25.5 
Mortgages: 


Cee eeocerereresesereccoe 


Pees eorececsoesecoos 


POOP emer eee e ee eeeeeeerereseeeeeeereseeesesees 


Total Market Value of Assets™ ........ 


(1) Excluding real estate. The estimated values of assets shown in each size class are those derived by reweighiing the sample in- 
formation: the total therefore differs from that shown in Table IX, which is based on the unweighted results. 
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APPENDIX F TABLE VI 


AGENCY ACCOUNTS 
Distribution of Assets, by Size of Account 


Und $25 m. $100 m. $1 mn. $10 mn 
ye fi to to to and TOTAL 
$25 m. $100 m $1 mn. $10 mn over 
To To % T% % $ millions 
Govt. of Canada Direct and Gtd. Sec. 
— Treasury bills ...........-cssscccsssceresess = = ol 1.0 05 5.4 
— Bonds — under 3 years ............006 — 1.0 2.4 log! 6.3 34.5 
_ 3 years and OVET sescocccee 15.0 16.2 10.8 10.3 Den 90.5 
TO Cally seceenceerscecnceetsosteestonessstresseseocs 15.0 od) 1333 12.6 9.0 130.4 
Provincial Direct and Gtd. Sec. ........ Yeas 1203 8.4 9.4 3.8 81.3 
Municipal Direct and Gtd. Sec. .......... 8 1.8 2.3 1.8 as! 19.7 
Trust Company Gil. C.’S .......-.seeree serree - 9 2.0 3.5 1.6 24.5 
Commercial Paper ............-.ccsecs-csosssooees = — —_ ol «2 1.0 
Corporate Bonds and Debentures ...... 8.4 3.9 9.1 12.9 6.7 100.7 
Canadian Equities: 
_ Private Soc cccccccccccecocscocesnevceeseccocooocle _ _ 2.6 1.8 6.7 Sia 
_ Public _ Common ccovccccccccccceccsceces 18.9 51.2 50. 1 43.4 10.3 388.0 
=P referred ccccseccrcoscececse soe 19.3 3.9 6.1 4.1 4 40.2 
PPOtalipcccccectecsstss cocsacccssvorecsworccoocssests 38.3 55.0 58.9 49.3 17.4 465.9 
Foreign Securities: 
EPS OL A Sircreccrtecescessccecenscdsredouctcoccocestee = oll 75 oy/ Deal Lied 
maPESCULELES cencsececectsccccusccsccces ssesscssseees = 2.8 Dead Tes 49.7 200.7 
Motallnchsccsscscsetocscsevasnucectssesscovescuicees — 2.9 Dh 8.0 51.8 211.9 
Mortgages: 
NSE et As cance cevescosocccseccssccsersccsceeseseus sce = oe eal aul — 9 
= OthereResSidentialusce.ccscesssscsccscosces 16.1 8 ad «2 - 4.6 
— Commercial and Inds -2......0e1.sssecese = 8 “il = sil 1.0 
TOCA acrcer cc cccscoccccteccsccccsencetcceccecceese 16.1 2.0 9 Ae cal 6.5 
Mutual Inviestment’Siicscccccoccccccccnscosstcesese — — 72 we — 1.4 
Cash and Other ASSetS.c...-.cccosceseocsscece 14.3 3.9 Be 1.9 8.2 45.3 
Total? 24302, eee tae eee 100.0 100.0 100.0 100.0 100.0 


Total Market Value of Assets” ........ $66.2 mn. $347.3 mn. |$340.0 mn.|$334.9 mn. tose mn. 


(1) Excluding real estate. The estimated values of assets shown are those derived by reweighting the sample results. 
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APPENDIX F TABLE VII 


ESTATES AND TESTAMENTARY TRUSTS 


Percent distribution of assets at market values 
Accounts classified by investment restrictions and degree of Trust Co. investment authority 


INVESTMENT RESTRICTIONS TRUST COMPANY AUTHORITY 


Limited to | Limited to All Responsi- 
bility 


Federal No Accounts|| Company eee Company 
Ins. Act Restric-| Other is Sole 5 ne has no 
Invest- tions Executor man authority 
mente other 
Executors 
7%o 7% Te 7% 
Government of Canada Direct 
and Guaranteed Securities: 
SLCASULYEES 1S pert cssc et ee - +2 _ Ail 
— Bonds: under 3 years...............000. 1.0 1.4 «2 1.2 
3 years and over.............. 10.3 5.4 8.2 10.2 
TRC eEEW ess A Ala Ri Si ok A ee 1blAs 750) 8.5 11.5 
Provincial Direct and 
Guaranteed Securities .............cccccc0 10.4 8.3 16.4 12.5 
Municipal Direct and 
Guaranteed Securities .............cccccc000 6.0 3.3 8.9 3.0 
mrast Company G.I. C.'S. ......scessoscsasscees 3 AY 6 rs) 
BPommercial Paper ........cc..ccesssssessssseoses = 9 _ 3 
Corporate Bonds and Debentures........ 4.3 81 33.4 7.0 
Canadian Equities: 
SeBLIPIV ALC). Mectccssccccchecct eeiessccetecttc ic 6.7 8.2 32 5.6 
Sprain lic Common .,.22 ecco 49.0 48.5 23.5 44.9 
= LATS rate Pe ee AR 4.4 Res) IS 7/ 4.1 
ROE ALG, os ease tecates hcattoctetcacsdues michal 60.1 60.2 25.4 54.6 
Foreign Securities: 
PEMESONGS «ct atecasscneseca st sticssiccstescoec cs = ed = 6 
-_ Equities PHP O OOo ee eee error ereeeeoooeeeereseoesesoes 1.0 7.4 8 4.2 
PROG ALG rots ttrcccsascescsteatstooscostecoulveticts 1.0 8.6 8 4.8 
Mortgages: 
ENGEL Alot ca sceccossexsssesssscsesssecvs Ae sssatlecscs a oe — sil 
— Other Residential .........ceecce ceccseeeee 2.5 8 «4 1.8 
— Commercial and Industrial .......... 6 24 4.3 aul 
POC AUD. « Stcstesccecscdscuhccheccosenvictecteseeste shill iS 4.7 P| 
Mutual Investments .........ccccccsccesesoseeeee 4 sil ol 2 
Gash and other assets ........csescosccsssesees 2.9 1.4 13 2.4 
a COS a La A ee 100.0 | 100.0 | 100.0|| 100.0 


Market Value of Assets ($ millions) .... 22.0 27750 4.8]| 340.9 


Number of Accounts ......ccsccccsssssseccceeeceee 86 33 275 10 404 


(1) The market values and numbers of accounts shown are those in the original sample. Sample apfornstion has been tocmelented to 
take account of the size structure of accounts in order to derive the distribution of assets shown for all accounts’. Although it 
has not been possible to re-weight the results in other columns, the data shown are broadly representative of the structure of ac- 
counts and the distribution of assets within them. 


| (2) Excluding real estate. 
. 
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APPENDIX F TABLE VIII 


PERSONAL LIVING TRUSTS 


Percent distribution of assets at market values 


Accounts classified by investment restrictions and degree of Trust Co. investment authority ‘ 


INVESTMENT RESTRICTIONS TRUST COMPANY AUTHORITY 


Limited to | Limited to Respeos 


ili 
Trustee Federal No All Company Ray Company 
Act Ins. Act Restric- | Other |Accounts is Sole Rs has no 
Invest- Invest- tions Executor Stine authority 
ments ments 
Executors 


To 7% To To To 
Government of Canada Direct 
and Guaranteed Securities: 
— Treasury Bills ............ccercereeereeeeees _ - - - - 
— Bonds — under 3 years........ Weeerncs 3.3 2.3 1.4 - 2.4 
— 3 years and OVET........+++ 11.2 6.3 5.4 2.1 4.7 
Tio Callueestetencs choc carscorsssersswacecsneseessaces 14.5 8.6 6.9 PAIN Tel 
Provincial Direct and 
Guaranteed Securities ...........-essceeeere 19.5 13.9 7.8 203 16.3 
Municipal Direct and 
Guaranteed Securities .........ceceeccesees 6.0 2.8 1.0 — _ 
Trust Company Gel. Ce’S ....cseeesrereeererere ~ 7 - a - 
Commercial Paper ........:.seccrercosserecerereee — — — - = 
Corporate Bonds and Debentures........ Dee 202 8.3 7.3 4.4 
Canadian Equities: 
PP ri vat Cacitearccccccdccccuesscrcecssscsascesrevees = = is ~ ~ 
— Public Common..............csscescccsseeess 50.5 52.5 39.1 69.0 17.4 
BE Preferre Airscsscceccevecsrcttecossoceusecusereceos 5 1.8 4.7 18.5 A) 
ORAL cmiecechitctasssccectectecavscescenstsences 51.0 54.3 45.1 87.5 17.9 
Foreign Securities: 
MP BON Sree cescces cas pevsvectocsecesanscesueesecers = — 6.2 _ 15.9 
_ Equities ccvcvenocececcsnvecececeneseseereeeeesenee ae! 16.3 20.7 a 37.3 
TOtAl cette tecnsesinsecventeies csscaveconvouthcsss ne! 16.3 26.9 — 53.2 
Mortgages: 
Se Nee Aa ccrccscnescsteceecscessecsscesescatsess sens os a = = — 
— Other Residential.................-sccecers 5.0 = 75 8 - 
— Commercial and Industrial .......... 4 — _ — - 
HOt lirccscseccrscessctccstsravearssascscseaccessc 5.4 —_ OS 8 —- 
Mutual Investments .............-cccccccsscscsees 4 - aul — — 
Cash and other assets .........s:ssccssssneee 8 13 3.3 ns 1.0 
Total cece ANS. Sod 100.0 100.0 | 100.0 | 100.0 100.0 
Market Value of Assets ($ millions).... 8.6 9 76-5 9 4.4 
Number of ACCOuUntS) .:ccsceccerseesccucesetasees 12 3 80 v 97 52 39 6 


(1) The market values and numbers of accounts shown are those in the original sample. Sample information has been re-weighted to 
take account of the size structure of accounts in order to derive the distribution of assets shown for ‘all accounts’, Although it 
has not been possible to re-weight the results in other columns, the data shown are broadly representative of the structure of ace 
counts and the distribution of assets within them. 


(2) Excluding real estate. 
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APPENDIX F TABLE IX 


INSTITUTIONAL TRUSTS 


Percent distribution of assets at market value 
Accounts classified by investment restrictions and degree of Trust Co. investment authority @ 


INVESTMENT RESTRICTIONS TRUST COMPANY AUTHORITY 
Limited to] Limited to Responsi- 
Trustee Federal No All Company bility Ccmpany 
Act Ins. Act | Restric- |} Other Accounts|| is sole shared has no 
Investe- Invest- tions Executor wach Authority 
ments ments other 
Executors 
%o 7% % % % % % 
Government of Canada Direct 
and Guaranteed Securities: 
ee LOASUPYDMITS fa col ccbscchsesccvscecdtess = — = — am Pe = 
— Bonds: under 3 years ...........0...... ial 152 ol 6 «2 1.2 6 
3 years and over... 27.8 16.1 1.7 9.1 3.3 28.3 8.7 
“FS SC tetera marke oh ha allan tees heb 28.9 17.2 1.8 9.7 3.4 29.5 9.4 
Provincial Direct and 
Guaranteed Securities...................... 50.8 16.9 357 12.4 8.0 49.8 9.4 
Municipal Direct and 
Guaranteed Securities... ccccceseces. 20.2 7.2 6 ayy 1.2 DOM 3.9 
rust Company G.1.C.'S ..sccccccosesssoeeesss - — = _ = = = 
Bommercial Paper ...........ccccccccecseoeoseses <= — = - = = cae 
Corporate Bonds and Debentures ...... =: 43.9 8.0 20.6 18.1 oe 23.0 
Canadian Equities: 
> LS Sm 7 ne 0 ee = — —- > — — ~_ 
BEEIDILC COMMON oneccsceseclacécoeceseesesess = 12.4 48.0 32.3 43.9 _ 30.7 
— Preferred OO eee reereeeeeeccoccs reccccesesecccscees _ 8 G5) 8 50) — 6 
PROLAL icc. sseccssececsocstcocssocseccncecstivenecs — 1352 48.5 33.1 44.4 = 31.3 
Foreign Securities: 
=) BYoyOVe IS) gSUERE ARS ate es Se = x 2.4 1.7 5 = 1.8 
MURR Sm cotsived slovesalcscsvosesedcbnneccves = — 33.8 16.2 2350 = 19.9 
MOU alipstscctterccessteti testes ceset occa = = 36.2 17.9 23.6 = DAT. 
Mortgages: 
INGLE ba/ ya eee area nnn Oe nee = — — = -- _ - 
— Other Residential ..........cccccccccecess = AY = 2 _ = 4 
— Commercial and Industrial .......... = = 05 v4 1.2 _ - 
PROC alan ries tases eine Sr ated wnt s 00 = Ay) 5 4 1.2 - “4 
Mutual Investments ..... Otcbceetstcccercenesevece = oul _ - - _ = 
Cash and other assets o..cccccccccccccecsecees = 8 6 6 ol - 9 
ee 100.0 100.0 | 100.0 100.0 || 100.0 | 100.0 100.0 
Market Value of Assets ($ millions).... 8.1 39.5 63.3 110.9 27.5 7.7 75.7 
Number of accounts...ccccccccoscoseceosecescsees 2 9 11 22 4 1 17 


(1) The market values and numbers of accounts shown are those in the original sample. Sample information has been re-weighted to 
! take account of the size structure of accounts in order to derive the distribution of assets shown for ‘all accounts’, Although it 

has not been possible to re-weight the results in other columns, the data shown are broadly representative of the structure of ac- 
| counts and the distribution of assets within them. 


(2) Excluding real estate, 
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APPENDIX F 


TABLE X 
AGGREGATE TRADING ACTIVITY BY SIZE AND TYPE OF ACCOUNT” 


Estates and Testa- 
mentary Trusts...... 
Personal Living 


eeeecteecesecesecene 


eoveereoecsocoeereee 


(1) Total market purchases and sales during the 6 
value of assets on that date. 


months prior to the reporting date are expressed as a percentage of the market 


(2) Purchases and sales in all personal living trusts other than one unusually active large account each averaged 5% of assets. 


X: Less than 1/2%. 


nea: No accounts in this category. 
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APPENDIX F TABLE XI 


DETAILS OF TRADING BY TYPE OF ACCOUNT 


Estates and 
Testamentary Personal Trusts | Institutional Trusts| Agency Accounts 


Trusts 
[Peciest| sine | Purcans] sue] Pacis | es |puctans] So 
7%o To 7) 70 70 % 
Govt. of Canada Direct and Gtd. Sec. 
EL POASUPY © DLL S ev asscancvadsessvanscevestesicsss cesed 33 
— Bonds — under 3 years ......cccceccsesssssscsees 4 
— 3 years and over .o.ececceeecscseseceee 9 
OLSEN eS RA Pt RA Oe, 9 
Provincial Direct and Gtds ......sscsccesscoodesessesees 32 
Municipal Direct and Gtd. ........cccccceccosocoseoeeeee 23 
Bist COMPANY Gol. C."S ....ccesceosecocevosedeeencensehs 44 
Sommercial Paper ..........c<.ssecsssscoooccasooe cosets steers 202 
Corp. Bonds and Debentures .........cccccccsseseseee 14 
Canadian Equities: 
ME COE VAL Ooo cco. c anion suyasesvenverssoetee sles elestthseicc 0 
BE IDLEG COMMON | iossccnsssecscecerecscsncsecedaccic, 8 
mB LCLEITE CM ecccesee ce cee 13 
PROC al ecsccssesesessccccessesssshstescecreten tees seccsclisusc ; 8 
Foreign Securities: 
MESON Siestcccacccecctsesevesccssivessces es eiececectuscccbonckcs 17, 
Bem CUUICLO Sree cccssevsrecceoecsstshsscistecoeeesebocecessaccee 2 
PROC al Pewccccsrseestonsesceresesttseescsiieen ce ec 3 
Mortgages: 
Pew Nc ls Asisscscssscccess mcnconesstescestesssaccorensccrecoreceiees 6 
BeOChEr RESidential ...:.:c00<csssscosososceeccosscease 1 
BemeoOmin. aNd Indust. '2...ccccsssoseveseseccovescoceeess = 
ROE Let eh oes ee sa revaseutesiseeccenokericcsccwtlovonwiehkc 2 
12 
Mutual Investments ............c.ccssssessossssosescssoeeeee 


(1) “‘Trading’’ includes only market purchases and sales of assets for the accounts: it does not include acquisitions of new accounts, 
partial distributions to beneficiaries or disposals on maturity of investments. Market purchases and sales during the 6 months 
Preceding the reporting date are expressed as a percentage of asset holdings (at market values) onthe reporting date, 


(2) Excluding real estate. 


* Trading ratios cannot be derived because the accounts which were active had disposed of the relevant assets by the reporting date. 
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APPENDIX F TABLE XII 
ESTATES, TESTAMENTARY TRUSTS AND PERSONAL LIVING TRUSTS 
Characteristics of Accounts, classified by the date of their establishment. 
(percent distribution of the numbers of accounts opened in each period.) 
Limited to pemtea tc 
mevetneuAct Federal No Inve stment Other Investment Alt\Acoounte Number of 
investments Insurance Act Restrictions Restrictions Accounts 
Date of Investments estab- 
Establishment lished 
Trust Co. Trust Co. Trust Co. Trust Co. Trust Co. in 
Sole Sole Sole Sole Sole Each Period 
Executor Executor Executor Executor Executor 
1929 or earlier.... 13.5% 35.1% | 27.0% 58.1% 74 
1930 to 1944........ 14.3 19.0 45.2 Sir / 126 
1945 to 1954........ 7.6 18.2 53.0 32.6 1S 
1955 to 1959........ Ze 20.7 63.1 24.3 111 
1960 to mid-1962 10.3 22.4 46.6 37.9 58 


APPENDIX G 


LIFE INSURANCE COMPANIES 


SELECTED STATISTICS 
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TABLE I 
LIFE INSURANCE COMPANIES CASH AND SHORT-TERM ASSETS(}) 


— $ millions, month-end — 


Net Cash 


Net Cash a Total 
Position Position Interest] Canadian Ca Sie c ae 
Excluding Excluding | bearing Treasury Sree he 


short-term|short-term 
paper assets 


interest bear- 
ing deposits 


interest bear-| deposit Bills 
ing deposits 


1951 Dec. . 
1952 Jan. 


1953 Jan.. 
Feb.. 
Mar. . 
Apr. . 
May . 
June. 


July . 


Go 
io) 
oo 


& 


e 


> 
Ae) 
p 
ANAAN 
PNWWO 


ONINAN 
NR N00 


1954 Jan. . 
Feb. . 
Mar. . 
INS 6 
May.. 
June. 


July . 
Aug. . 
Sept. . 
Oct... 
Nov, . 
Dec, . 


e 


bo (oO a a 
4 


COMNTAD AhOLOR Ww 


Be 


NOwWUUY BAS Dws 


=>) 


hOLROC 
rr W NI 00 


1956 Jan. . 
Feb, . 
Mar. . 
Apr. . 
May . 
June. 


July . 
Aug. . 
| Sept.. 
Oct). 
Nov. . 
| Dec. . 


WOrWHAO 
NOwWhrnin 


NOP 
—_ 
PODAAS 


NWAOWPWHP aADI-IDA PRPUROW MWWWNmWwWwW wwnwrs 


SOSH BANSRS MRONNS NRSSAA NKSSRR ARN 
fe i= — Amowou 2 bm SS C1 00 29 We 1S) CO et oF S be bet CO ee pt i— Fe ar) 


NANAN A 


° 


WWHORD UNAROND WH 


On ONOOKY 


WNONN co 


ANAWIW WWIWOO 


m0 


PWN Ash 
QD =i 
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| Feb. . 
Mar. . 
Apr . 
May . 
June. 


July . 
Aug. 
Sept. 
Oct. 
Nov. 
Dec. 


SCAHAT AH RATA PBHOIAA WoW 


Wr BDeoSwom Mao udsSd 
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COA De 


* 8 © © @ 
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| 
2) Includes 12 life insurance companies having 74.8% of net premium income in 1961, 
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TABLE II 
CLASSIFICATION OF LIFE INSURANCE COMPANY BOND HOLDINGS 
BY TERM TO MATURITY 
— $ millions — 
A. Government of Canada Direct and Guaranteed Bonds 


2 yrs. & over 2 yrs. over 5 yrs, over 
Total 
under to 5 yrs. to 10 yrs, 10 yrs. 


End of:— 
1951 Dec. 892.9 
1952 June 874.2 
1952 Dec. 843.0 
1953 June 804.7 
Dec. 823.7 
1954 June 731.1 
Dec. 676.1 
1955 June 651.1 
Dec. 607.2 
1956 June 534.3 
Dec, 489.9 
1957 June 462.4 
Dec. 428.7 
_ 1958 June 446.5 
| DECI Cre. 516%. 454.4 
m059 June........ 488.1 
| Deoe A 2) ue 482.3 
1960 June........ 521.9 
DEC ieee 540.0 
#961 June........ 536.0 
DCC. aie Avene. a 521.8 

B. Provincial Direct and Guaranteed Bonds 
| As at Dec. 31:— 
Aa 2.3 T1.3 50.5 137.8 201.9 
4.6 12.5 53.1 157.2 227.4 
i 5.8 18.1 45.9 163.9 233.6 
1 tae 4.4 24.6 39.3 173.7 242.1 
| eee 77 33.9 35.2 161.8 238.6 
On 11.6 21.3 40.0 184.3 257.3 
ee 11.8 15.9 57.0 173.4 258.1 
- ee 16.7 13.3 61.0 172.3 263.3 
OS 1152 a7 57 83.1 189.2 301.2 
Se ee 4.2 23.7 74.5 235.1 337.5 
Meee lS .. 77 25.7 100.1 438.7 572.2 
C. Canadian Corporate Bonds 

Se 14.0 30.1 120.4 763.1 927.6 
Mmee..... ls... 16.8 47.3 119.4 824.0 1,007.5 
rn 12.8 46.8 138.7 929.5 1127.5 
ee 16.9 49.0 146.0 1,006.3 1,218.3 
. 26.3 55.4 146.3 1,021.6 1,249.5 
A 28.0 60.4 191.5 1,095.3 1,375.2 
| 21.5 75.8 238.5 1;110;2 1,446.1 
 . ee 42.3 69.8 276.5 1,117.4 1,506.1 
Se 42.7 86.6 298.6 1,103.8 1,531.8 
1960 Mee fee ke 34.3 84.5 319.5 1,195.9 1,563.4 
a 45.0 101.0 340.4 999.9 1,486.3 


1) Includes 12 companies having 74.8% of total net premium income in 1961. The totals shown differ slightly from those for the same 
12 companies published by the Bank of Canada, 
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TABLE IV 


LIFE INSURANCE COMPANIES 
Prime Conventional Residential Mortgage Rate 


(1) Average prime rate on new approvals for six life insurance companies. 


TABLE V 
LIFE INSURANCE COMPANIES: AMOUNTS ON DEPOSIT IN CANADA‘ 


— $ millions — 


(a) Includes 12 companies having 74.8% of net premium income in 1961. Includes dividends held on deposit. 


| m4 
- i bee . 
a on is oe - Saw — base: 


UF UNahy one Wee = Vite reat an oe 
; 7 } 


ow jag 
® Grote 2 
4 ! 
e& 
* 
. Se 


APPENDIX H 


SURVEY OF THE CORPORATE PAPER MARKET 


257 


APPENDIX H 


SURVEY OF THE CORPORATE PAPER MARKET 


The Commission’s survey covered issuers of 
market notes with original terms of one year or 
less other than sales finance companies and 
governments.(*) A list of companies was prepared 
from information obtained in our survey of corpo- 
tate response to monetary policy, supplemented by 
discussions with investment dealers active in the 
short-term market. 

On June 30, 1963, 51 borrowers had paper worth 
$307 million outstanding in the Canadian market. 


Number of Amount 
borrowers outstanding 


($ millions) 


etain-dealers ........... 67.4 
RO CQULOTS 0s. 6 cede ees 47.3 
Oil and Gas Companies . 19,7 
Food and Beverage Companies 80.3 


92.2 


eeecee reese eereses 


(1) Market borrowing by some finance companies which are 


wholly-owned subsidiaries of retail or manufacturing 
companies is included. An important exception is General 
Motors Acceptance Corporation which is included with 
independent finance companies in other published data 
and is therefore not in this corporate paper survey. 


_ (2) Principally manufacturing companies but also includes a 


few construction companies. 


There has been a good deal of variation in the 
calls made on the market by individual borrowers 
in response to changes in the relative cost and 
availability of short-term funds from other sources — 
principally the chartered banks — and as a result 
of the seasonal and other patterns of their bor- 
rowing requirements. Although no more than 52 
borrowers had paper outstanding at any of the 
quarter-end dates covered in the survey, 70 have 
made use of the market at one time or another. A 
few companies appear to have borrowed for a 
period and then withdrawn from the market, but in 
most cases those who have once raised funds by 
issuing short-term paper continue to do so as their 
needs and the relative cost of funds dictate. Thus 
30 borrowers were in the market at each quarter- 
end from mid-1961 to mid-1963 and have accounted 
for a high proportion of total borrowings. Although 
a substantial share of Canadian corporate paper 
may be held by non-residents, very few Canadian 
firms have issued paper denominated in foreign 
currencies. 
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Corporate Paper Survey 


Corporate Paper 


Canadian Other 2 
dollars currencie 3 ) 


Canadian 
Bank Loans (3) 


borrowers‘ 1) Outstanding amounts, millions of dollars 


Month-end 
1954 Dec. 


June 


se ec0oceeeoeoeceoe eo 


eoeseeeer eee eee 


eo eeceeoee se eees 


eo @eee eee eevee 


eo ewe see ee oe eee 


eo eee ee oe ore eos 


cooeeceo e000 6 O 


eoeeeeoeeeee 


eeoeceeecereeoee 


o cee eee eee eee 


eso0e eee ee ee & 


eoeeeeecoeees 


eo eee eeeereeee 


eooeeeeee ee oe 


eoevoeeeeeerees 


eo eee ee eevee eee 


oeoeeereeoes ee ees 


eoeoeseeoeee oes 


e ee ee eee eeeee 


eevee eeeeeee 


ceoeoeoe eo oe eee ee 
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29.1 
Dhat 


Bonz 
Sine 
52.9 
28.6 


27.6 
20, 7 
28.5 
24.0 


Sik 
105.7 
151.6 

98.5 


121.6 
89, 2 
85.6 
92.9 


143.0 
137.0 
VS 7S 


192.0 
265.8 


ye 


(1) The number of companies having paper outstanding on the date shown. 


(2) Canadian dollar equivalents. 


ASS: 


184, 2 
153.7 
203.6 
230. 3 


224.1 
231.6 
251.0 
299.8 


312.0 
32537 
312.6 
SHI 


279.4 
213.3 
242.9 
279.6 


237.0 
282.9 
358.2 
366, 2 


306.9 
295.4 
284.6 
338, 1 


306.0 
272,6 
235.5 
262.9 


213.4 
207.1 
261,1 
291,1 


222.1 


(3) Bank borrowing by all companies which have issued cor i 
porate paper. There is understatement in th e 
companies only reported bank loans from the date of their first corporate paper borrowings. m Mresecciious Sess sae 
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APPENDIX I SOURCES OF FINANCE FOR INVESTMENT DEALER INVENTORIES 
($ Millions) 


Bank of Canada Chartered Banks Other Lenders (1) 


On the Security of;— 


Re-purchase Day Call 

Agreements Loans Loans(2) Treasury Bills Gaorac. Gr oflG. All Other Total 
& Other G. of C. 91 Days to Over Securi- 

up to 90 Days(3) 3 Years(3) 3 Years(4) ties (4) 


1960 — Nov. 30.... 115 74 106 52 48 206 
DecSh 7... 6: 99 69 108 44 43 194 
140: 122 i? 126 31 43 200 

hk eas 137 82 91 23 44 158 

oS ge 117, 75 101 30 42 172 
O6le— Jatiew:4 s+. 159 72 95 19 38 152 
it 109 65 96 24 40 160 

ig’. 98 61 115 34 39 188 
25°. 104 56 97 34 39 170 
Febae lo. 182 74 95 20 18 30 163 
S7 126 51 102 21 22 28 173 

152. 132 55 102 28 28 33 190 

22 106 51 114 31 25 32 203 
Marr ol)... 5 139 64 91 28 26 34 179 
ot, 124 45 103 31 27, 35 196 

cS. Tit 74 106 52 21 35 214 

2. 135 58 101 51 19 39 210 

tp 112 53 98 47 A 38 200 

Acree Sc 118 55 91 39 14 38 182 
a 78 45 96 49 17 41 202 

19.. 78 59 114 44 11 43 213 

26 85 48 102 50 9 43 204 

Mayi? 3... 160 51 66 31 4 36 136 
10.. 127 46 67 31 4 36 138 

ch ios 121 53 76 41 5 35 158 

Ar. 7B 54 81 51 6 37 175 

31 108 45 84 64 5 34 187 
Wudem 7... 133 45 76 54 11 34 175 
14... 130 40 84 61 7 38 190 

2M Wa 107 48 101 43 8 34 186 

9S... 143 47 110 64 12 36 299 

Walyae 5 5 171 53 97 56 13 36 203 
vine 110 56 94 57 18 37 206 

19.. 139 45 82 58 22 40 203 

26." 137 46 95 42 20 37 194 

Bag. Do 166 68 68 41 38 40 187 
Oh, 185 56 74 30 46 38 188 

16°. 168 49 62 33 31 35 161 

oS), 136 37 vial 52 28 37 188 

307: 109 28 63 36 19 35 153 

Sept. 6:.4.'. 154 32 74 48 15 38 175 
13'2. 140 28 61 43 11 39 154 

DOr. 243 41 56 42 32 40 170 

pA arg 196 42 61 52 23 41 178 
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APPENDIX I SOURCES OF FINANCE FOR INVESTMENT DEALER INVENTORIES (Cont’d.) 
($ Millions) 


Bank of Canada Chartered Banks Other Lenders(1) 


On the Security of:— 


Re-purchase Day Call Treasury Bills G. of C. G. of (€- All Other Total 

Agreements Loans Loans(2) & Other G. of C. 91 Days to Over Securi- 

up to 90 Days(3) 3 Years(3) 3 Years(4) ties (4) 
LOGIE — Oct, 64 aca - 163 56 95 44 19 43 201 
MOL soa se = 168 46 84 41 16 45 186 
MES Gag Ger = 158 54 81 32 18 48 179 
DIA ciate 3 161 51 69 37 19 Bail LT, 
Nowe ole _ 198 59 64 28 22 56 170 
Sisteieieke - 130 51 75 35 28 61 198 
UGS Gacco ote - 72 83 72 44 26 72 214 
IRM C8 Gene — 156 61 79 47 24 73 DAIS 
PMS ot _ 200 52 82 41 25 72 220 
Wye Gacgat — 234 62 81 41 19 72 214 
Melo n.a ¢ — 205 42 87 34 9 7A 201 
PAW Rio tRc 23 22 58 74 Pal 8 66 169 
PMG God o ily/ 222 57 72 17 10 69 168 
eee ier “SAGs = 210 54 84 33 11 64 191 
NOs code - NE1S7i 43 93 49 8 62 211 
YG aoc — 204 46 84 32 7 63 186 
Deneve e — 133 40 75 34 5 69 183 
Silac cues — 146 33 Hd 29 6 60 172 
Ibe ¥/ eco ~ 116 31 76 28 5 69 178 
A erect —_ 135 26 92 29 6 53 176 
DON, Cares — 150 29 89 23 5 63 180 
DS rervenare — 182 43 66 17 i 70 160 
MET Wan ooe —_ 186 Si 56 22, 13 3 163 
ees Ot OG _ 165 32 79 S32 9 69 189 
Ditches rene _ 126 35 127 47 8 69 Dey 
PES 50 80.6 =_ 108 32 126 60 7 69 262 
Din As! tciels _ 136 49 98 53 9 85 245 
ILS G anc 9 104 45 106 48 10 82 246 
MS otercnens _ WAL 45 95 44 15 83 238 
PS oi ho —_ ey 40 104 45 19 94 262 
May 2 Gar - 168 69 111 43 17 99 270 
Oiers se — Al 58 109 21 14 97 241 
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APPENDIX I 
SOURCES OF FINANCE FOR INVESTMENT DEALER INVENTORIES (Cont’d,) 
($ Millions) 
On the Security of:— 
Re-purchase Day Treasury Bills G, offCe Gof GC: All Oth T 
Agreements Loans Loans(2) & Other G. of C. 91 Days to Bes Senne ios 
up to 90 Days(3) 3 Years(3) 3 Years(4) ties(4) 
Aug. I eevares _ 69 68 114 55 7 56 232 
Bitte _ 65 Kiel 108 60 Z 57 232 
15 aisles _ 103 49 109 50 10 54 224 
DD estore _ 92 59 95 56 12 Sif 220 
2 Orie —_ 103 7. 88 65 13 54 220 
septs. (Sie. = 119 47 89 56 19 60 224 
LORE Girne - 103 53 93 62 32 61 248 
LO haves _ 128 49 99 57 SZ 62 250 
IAs OS _ Wal 49 78 59 38 66 241 
Oct. Sisic ors _ 164 94 80 66 35 67 247 
1) S518 2 _ 160 81 72 51 37; 64 224 
7g onstane - 158 78 75 38 46 68 IN| 
DA eteneis ~ 205 97 70 49 5 69 239 
St Bete - 260 65 65 Sys 19 fe 194 
NOVen Biss sis -_ 215 56 77 34 22 84 216 
4 Sarre toys —- 196 55 92 27 21 Thess 215 
Dil eetetene —_ 208 Wf 95 40 27 92 254 
DS) sieves — 222 70 86 34 28 93 241 
DeCe Sis cs. 6 178 74 90 18 2g. 102 PASI 
OX near 1 165 62 116 25 25 83 249 
LO Vcc. 44 188 103 126 34 22 105 287 
ZOmreiere -_ 286 98 88 37 23 113 261 
1963 — Jan. Deletes _ PSST 92 65 28 39 121 253 
TABS _ 185 65 89 43 30 108 270 
LG orca — 219 62 91 29 26 96 242 
DS teieiere _ 177 52 101 40 29 94 264 
SOR rer —_ 166 52 93 39 22 90 244 
KeDs me <,c) « — 201 2 100 68 29 105 302 
Sie eeys — Lis 45 105 67 29 84 285 
DO Verseks = 171 42 86 63 28 71 249 
Datta ote 11 152 5S 88 60 23 80 PASi | 
Mar. Ov. ss _ PAF 56 72 70 23 92 PSV 
Racor — 141 Sm 90 63 19 88 260 
PROVO coran a 115 49 98 68 17 90 273 
Di ase —_ 32 43 129 92 18 86 324 
Apr. Bieievers - 126 50 97 90 18 94 299 
LOvc — 94 61 107 88 17 84 296 
IL Teeeters 1 133 67 152 86 24 84 346 
24.. - 73 62 187 104 33 79 403 
May D bere 4 155 61 163 82 35 79 359 
Suet site 8 111 50 203 93 31 84 411 
SUS S.Gigic — 73 60 187 93 42 86 408 
225. — 146 52 182 85 49 86 402 


29. ~ 175 oe 165 82 40 100 388 
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APPENDIX I SOURCES OF FINANCE FOR INVESTMENT DEALER INVENTORIES (Conc. ) 
($ Millions) 
Bank of Canada Chartered Banks Other Lenders(1) 
On the Security of:— 
Re-purchase Day See Treasury Bills Ga of GC. Geof GC. All Other Total 
eer mene LE ET & Other G. of C. 91 Days to Over Securi- 
up to 90 Days(3) 3 Years(3) 3 Years(4) ties(4) 
Mores} 3 NS “éo nae fe D2 99 149 64 55 109 SMT 
Le etate re — 165 64 174 49 §1 P21 395 
OM ce ecns _ 190 79 168 49 45 129 391 
XS ono _ 134 73 170 58 40 126 393 
Ufeehy Bigonae _ AL 67 152 57, 38 M27, 374 
LOW are reir. — 82 61 165 47 28 107 347 
Li /Maletets ce —_ 63 44 159 40 20 117 336 
DAT elercns — 69 48 163 37 20 126 347 
Sleearmree — 108 55 149 31 17 131 329 
LNs Pf Boece — 97 46 158 35 13 117 322 
ye eS toner — 81 42 162 44 14 109 328 
yay Roe — 81 48 168 49 2 99 337 
Peo ORG - 97 43 158 38 13 101 310 
Sept. 4..... _ EES 36 140 40 14 114 309 
Lb We eroeee = 140 32 139 21 11 Waty/ 288 
US rere etet — 140 39 161 35 11 109 316 
PAS SO OD _ 97 41 57 45 11 120 333 
Oleh. Poonec = 201 78 157 56 28 116 358 
OVafeve ate —_ 161 53 152 55 24 Ai 352 
LiGmaroneteus — 184 60 121 52 27 27 327 
DS te cuevers = 173 52 119 61 26 137 343 
SOhasnea 107 102 46 155 62 21 131 369 
Novsee6"..:-. — 180 Sys! 130 61 20 eS} 341 
IES A ae = 175 50 125 56 Pal 138 340 
DO ere tek = 189 56 116 55 14 135 320 
Dieser es 12 178 51 130 55 14 141 340 
Decime4 a. 2 189 7 141 41 15 139 336 
LG We re a Di 155 69 176 SZ 16 148 S72 
TS irs 65 252 80 155 44 12 136 347 
DAS Bis Oe 45 232 74 153 44 11 137 345 


(1) Includes all lenders other than the Band of Canada and chartered banks, 


(2) Call loans to investment dealers, 


(3) Up to January 25, 1961, Government of Canada bonds maturing in 90 days or less are included with other Government bonds 
maturing within 3 years, Thereafter they are included with Treasury bills, 


(4) Up to January 25, 1961, non-federal government securities are included with Government of Canada bonds maturing in more than 
3 years, ‘‘All other securities’’ includes all types of bonds, but does not include stocks, 


Sources: Bank of Canada, and the Investment Dealers’ Association of Canada, 
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APPENDIX J 


DIRECTORATE RELATIONSHIPS 


AMONG SELECTED FINANCIAL INSTITUTIONS 


The data concerning directorate links among 
the chartered banks, the trust companies and the 
life insurance companies, have been organized 
so as to provide a cross-classification of inter- 
relationships among these three categories of 
financial institutions. Section A summarizes, for 
each of the chartered banks (and for the Quebec 
Savings Bank), 

(a) the number of its directors who are also 
directors of trust companies, the distribution 
of this number as among the individual com- 
panies and any executive office held by 
such directors within the trust companies; 1 

(b) the same range of information with reference 
to the life insurance companies. 


The data have been revised to the end of the 1961 
and are based on information provided by the 
financial Post. In particular, their Survey of Direc- 
tors, their Survey of Industrials, and their Corpo- 
tate Card Index have been used extensively. The 
chartered banks and the Quebec Savings Banks 
are all included in the summary. The twenty 
Canadian insurance companies included held some 
98% of the assets (book values) of all Canadian 
companies; three British companies holding 93% 
1, For instance, Section A, number 1, indicates that twenty- 

one directors of the Bank of Montreal sit on trust company 


boards, Fifteen of these sit on the Royal Trust board and 
one of them is president of that company. 


of the assets of all such companies operating in 
Canada and six United States conpanies holding 
95% of the assets of all such companies operating 
in Canada have also been included in the survey. 
The Trust Companies examined held 96% of the 
assets of all trust companies operating in Canada, 
Section 38 summarizes, for each of the trust com- 
panies: 

(a) the number of its directors who are also 
directors of the chartered banks, the distri- 
bution of this number as among the indi- 
vidual banks, and any executive office held 
by such directors within the banks, 

(b) the same range of information with reference 
to the life insurance companies. 

Section C summarizes, for each of the life insur- 
ance companies: 

(a) the number of its directors who are also 
directors of the chartered banks, the distri- 
bution of this number as among the individual 
banks and any executive office held by such 
directors within the chartered banks; 

(b) the same range of information with reference 
to the trust companies. 


NOTE: The material presented in this appendix was prepared 
by Professor MclIvor as part of a background paper for the 
Commission on ‘‘Some Aspects of Financial Intermediaries’’, 
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SECTION A 
DIRECTORATE LINKS CLASSIFIED BY BANKS 


rn a 
Directorate Links Directorate Links 


I 


Life 
c ; No. Offi 
Trust Companies No. Officers Insurance Comoanias ° ficers 


I Bank of Montreal 


INonh Soa S HoGmOOGODONOOSU GOS 15 President SYN oo diols oh BAGO bOOOCUS = 5 President 
C.P. — Toronto General3....... 1 Vice-President Standardercrcreresere scree 5 4 Chairman (Canadian 
Board) 
Crowmnaiciens ci cinve [ore craic evens one tohous 1 Vice-President Great West...... OnGMSIOIC ‘ 3 Vice-President 
Canad ameentcere cisiciele levetate iereretere 2 
Montrealea.cre cise ecteercls eleneliolere we if Northerner ce cteriereeieie ; 1 Chairman 
INiational marieeisreusreratenc) orekorersne cUsters 1 Chairman Mutual’... Be OOOO 3 Vice-President 
Canad avernieienerereuat- Rie wore 1 Vice-President 
Grown erereteretorere sens OBOOO0.0 1 
Imperialssrnicdeneneder sooooe 1 
Confederation ........ ob 1 


II Bank of Nova Scotia 


as tertivctcrersioncleleleierel cnet O66 4 President, Canad aierctetetetereree cteler stele 3. Vice-President 
Chairman, 
Executive- North American......... 1 
Committee 
Suter sversichoye SOSISOO SOI Da ik 
Nation alii cyyeinciciers,c chesietsrscnene, © 5 Imperial®y, ei toler ofeuexe 3 
Administration & Trust ........ 1 Crowniiersere ce e's 5 COO OO-O OE 2, 
@hartered eyr.ertercte cletcleretcieisisteterer 2 Monarchiericrerclrrelererens Oot 1 Vice-President 
C.P. — Toronto General4 1 


II Banque Canadienne Nationale 


Administration & Trust 5 ¢ 1 Vice-President Sune corte ors «terns BB OOO TOC 1 
Generalists tsiejeuereneiel ore susielel colonise 5 Vice-President 

Montrealiy enacts creaciencielojcnoierer elon 1 

GUlaranty cic xcs si ciatee ec erserere esate 1 Vice-President 

Nationalicvoo wtorsteie cic eters © cicteaiere 1 

Société Nationale de Fiducie 1 


IV Canadian Imperial Bank of Commerce 


Nationallaic cece sere siete cus cerctels 7 Confederation .......... 5 
C.P. Toronto General5..... Rees 6 (2) Vice-President North American....... 35 1 Vice-President 
Grown... cicrsketdvehelerclereretteriererctere 6 Chairman & Canada...... 5.0) Se Reeto erate 3 President 
President, Manufacturers .......... 1 
Vice-President Great-West........... os 4 Chairman 
Norwich Unions... ee 1 
IOV all Sar. eacaareterere cterexvelersntie oie. 5 Imperialeen cs cee oe a aie 2 Vice-President 
Montreal ...... boo SOO OOS GOMOD 2 
Administration & Trust ..... iste 1 Mutualle, siete ctots siete cteterete 4 
Canadar...5- evelie esas (els lecav eve : 4 National®)..%. 1.5 0 RORCLO 2 Chairman 
Waterloo mite devo cictoate at sislemrers 1 CLOW yas oeheueie elorevolerenevere 2 
Excelsior cic aren cretere 1 
Continental. .sc-renenerole 1 Chairman 
Travelers..... OO GOS ava 1 
Dominion ...... . 1 
V Mercantile Bank 
Guaranty ins. sis oie erence eneleiars ietels 1 — Nil — 


. Abbreviation: Canada Permanent — Toronto General Trust Company. 
Ibid. 
5 Ibid. 
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Trust Companies No. Officers Insurance Companies No. Officers 
VI La Banque Provinciale 
Administration & Trust......... 3 Chairman, Vice- Montrealieis vr. eee ote 1 
President North American ......... 1 
Grownensnrs coi ane ee ee i 
INALIO fa Lege hots eyets Sysbeioleke ices issue seus 1 
VII The Royal Bank of Canada 
MODE Alar c ers cra ere cies e nlwid oie 15 Chairman, Vice- SUMP Wiis ao oe eate tot ee sais 4 Executive Committee 
President, Metropolitan ............ 1 
Executive Montreal 2 
Committescn  —Montrealy~. 2. 2.2. 2. 
North American ......... 3 
Administration & Trust......... 1 Confederation ........... if 
| DENSI NS idiots O08 DI DLO Oe 1 Vice-President Standard (of Edinburgh). . .. 1 
GreataWesteewmn acetic. 1 
FROV allleporeieonetie sistsiesie si ays wees wists 1 Monarchystncctertentoteccc oie « 1 
MOR OU ITE aere orerel eres cieke av stesele a eis 1 Excelsiors yrs ia 1 
IN ALTON Lae cuit onesies tate eva ave otis 1 Canadaw.., f.ere cere ok ek 2 
MCANAC Arey rove ehce es he wie ene, ete Ow eile 1 
VIli The Toronto-Dominion Bank 
C.P. — Toronto General® ....... 9° ~Chairmanyi(3)Vice- London. 22.55.6060 0h.0 0s os 2 Chairman, 
President 
(CHYAEG EI 2 So) OtOE. Oe Ono Oe ee 1 
MOM Te alien ensckt wscckek oobhis.k eld «6 2) Excelsior cee ee ee ike 3 President, Vice- 
Sirartere diet ne. «avo wis Bes oc dis 1 President 
CHORE Big ES GeO A OGL o) Ene 1 
North American ......... 2 
Canadamia. ooae cise 2 
Amperialiieya.. cvevevers suse eens 1 
Confederation .......... 1 
IX Montreal City and District Savings Bank 
= Inkl = FUXCOIS1O£ ©. tele eis iedeee) ters i 
X Quebec Savings Bank 
BSONETA LW ty crate a aes ce oiake Rus Chee & Imperiale rete ieee cieronene 1 
Administration & Trust ......... 1 
SECTION B 
DIRECTORATE LINKS CLASSIFIED BY TRUST COMPANIES 
Directorate Links Directorate Links 
Bank No. Officers Insurance Companies No. Officers 
I Royal Trust 
montreal ....% +5. SEO DOOM : 15 Chairman, Vice- Standard x. c.rctprisuctsicseters 4 Canadian Chairman 
President, SA sob sone do adso OUD OS C 3 President 
pa araea Mutitalie. cr icterterstets stele. or enere 2 
INortheriia ic cicts erereneroneuciene 1 Chairman 


6 Ibid. 
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Banks No. Officers Insurance Companies No. Officers 


I Royal Trust (Continued) 


Canadian Imperial?............. 5 Crows seine ck ets Oe ener 1 
ROyid le isieishersterslsior obo eerste woes 1 Confederation’... ..- ..--- 1 
GreathWesty ee ncicrd see ene 1 


II National Trust 


Bank of Nova Scotia ........... 5 President (CAVIEGEN so Geoneonoadooocs 10 President, (2) Vice- 
Canadian Imperial Bank of President, 
@ommerce Gerretse os + -)eners oe «ile I 

Monite cal srecret neler orevie suntelekese toners 1 Excelsior. coi cise ess 2, 

RGNENs ganado ong Gud docoOuaab ot 1 North American ......... 1 

Banque Canadienne Nationale... 1 Manufacturers ........... 1 

Provincialecaericei oieirtdelccekekenerei ste 1 Monarchinesrctreneicieceheneten scr 1 

Toronto-Dominion ......--+.+.-- a Continenta laretary.leitaishe later 1 
Impertalcrrystetstio tenor re 1 Vice-President 
Confederationia.. « ae cine i 


il Canada Permanent — Toronto General Trust 


Toronto-DOmiInlony eis oe eel) sete) 9 North) Amerticativ eo. 4 4 
Tmperialwencrcrteetmntole tye ee- theta t nolo. 6 Excelsior cuss eteiner eters 3 President, Vice- 
Montreal arcccse ta cictomneis crersie eran 1 Vice-President President 
Noval SC Otial peste c tact ecto tele sete rere) « 1 GConfederationgi. «ae +1 3 President 
Mutuals are sects ens oreiere 0 tora 3 
Manufacturers? “70.1. «1 2 Vice-President 
Great West... ic siMe cyeie.s 3 Vice-President 
Wondon mye ie. erence 1 
Grow arenes oravenente iter treiehens 1 
Imperialeecrersrec-ienene-orcuet: 1 
Domintonmeaceaciaerieiermter 1 
Continental acer reeinier 1 


IV Canada Trust 


MFleyptwls soocamoono dogaoboodoe 4 lEeSVeksya lo ciao la powieGic Clo 6-00 5 Chairman, President, 
Montreal oe.caiy. es cst erawiss te eine oas 2 Executive 
SLOLOntoO=DiOMiNLON swe. eeeeaee 1 Committee 
OK W Is Holonco 6 DBO 6. oad Glee. 1 

Northern asic ets ortone cnaicere 2 

Equitableira circ atererorste 1 

Mutual aerere ver erstecsie eee teliouetons i 

Crow nla citsios eleceter ate ieretets 1 


V Administration & Trust 


Provincial cya ste. iste oes eons CRokeens 3 Chairman Montreal ..... Oe ne 2, 
Canadienne Nationale.......... 1 Confederation +7 eee 1 
Quebec Savings <n:. « eneleves- persis 1 
INOWa SCOtIa vee icheselatels ove reiersie overs iH 
RO ale as eae ecelencuar ketene ofr aiere ss 1 
EM PEni alae sheer sieue evolved setenv ene eae 1 


VI Eastern Trust 


NovatScotial cy sanctus crencneteetesels.c 4 Crown deriwiteraetesorevetaiis, oie olele 2 
RROVia iieice te 6 sue cerclerencsevs aieleseisiteve:e 1 SUn ee Siete oe sels sca oie-rere 1 
Nationals c...nisceteecrnerate i 
Great West ie tre.cccarsralet esters 1 


7 Canadian Imperial Bank of Commerce 
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D 


irectorate Links Directorate Links 


t Banks No. Officers Insurance Companies No. Officers 


Vii General Trust 
Canadienne Nationale.......... 5  Vice-President(2) Continental 


srateveecsiece ay irets 1 
NEDES SAVINGS figs egascisiciee os «5 2 Vice-President 
VIM Guaranty Trust 
Canadienne Nationale.......... 1 Nil = 
MGT CANIS soe se avsio ier leusss /sosens) @ 0 ‘ele if 
IX Crown Trust 
BIDET Laltee sy Vella o) ois de tors ia vais fae ve verse elas 6 Vice-President Confederation ........... 2 
OV Alls tate took saiicieratisie stone) e/a (ere) ey sfae 1 DOvereletin cei vst se ake 1 
MOTT Oa ayersus isis efeie saielel vialels: 4) 0.0 .< 1 imperial @ayprcepest iets oe Hl 
X Chartered Trust 
BNO AES COELA sr terete reeset esheets, ue cisr o% 2 Manufacturers .......... 3 President 
Moronto=Dominion s2i0 6 « . .f- « 2 eerbe 1 Emperialey cals oo wesc. 9) 
Crowhigw ave sie olka) exe 1 President 
TOM DIVE Fos. hipeiollersioe ane ereveiers 1 Chairman 
Montreall eats. ce. . wrecks 1 
XI Montreal Trust 
BRUOV GURU Wey Tel seiloricuchaie  sieiiereieie's e160 %. 6 15 President, UsMenecslet gis tene readers ast enone ors 6 
Vice-President National................ 1 Chairman 
Metropolitan@r-s.. c..s aera 1 
Bimperialimte te cs ties) s cis\« 6 dialsies « 2 Montreal@ni eect. ane stoic 1 
soronto-Dominion....... 6680665 2 SOVELelgn ci. syelene wert ee 1 
Canadienne Nationale.......... 1 Vice-President ‘Rraveléts i. sii ee oe i 
BVORULG Ol Meter arch stele ole ate’ sade. Soy aos" i 
Xi Waterloo Trust & Savings 
ISSEY i ARS A ie | 1 Equitable 2.05 sec ass seetete 6 President, Vice- 
President. 
Multualiynancesshe stories crete 4 Chairman, President 
Dominion cictesreete crore: 4 President 
XM Victoria & Grey Trust 
SINFUL cS — Nie 
XIV Societe Nationale de Fiducie 
Canadienne Nationale.......... i Canad ager. «at. icis s eveiotelonis 1 
: XV Nova Scotia Trust 
= Ng le = Nie 
SECTION C 
DIRECTORATE LINKS CLASSIFIED BY INSURANCE COMPANIES 
Directorate Links Directorate Links 
Banks No. Officers Trust Companies No. Officers 
Canadian 


I Sun Life 
Montreal ........ mare he Seay ae 5 President Montreal ciactascuae cit 6 Executive Committee 
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Directorate Links Directorate Links 
Banks No. Officers Trust Companies No. Officers 
Canadian 
I Sun Life (Continued) 
EXC ogdgoan Gos 4nosmone ooobT 4 
INO Var SCOLLaun srerelsielciotcreretelel ciel ners 1 ROValeetsterereieiie AOS Se 3 Chairman 
Canadienne Nationale.......... 1 PS AStErn cuesisc stone's cietens elias 1 Chairman 
II Manufacturers Life 
Amperialeer- sieyer vel aielera ielenaretere tener 1 Chartered ermicieeiererroler-t-i 3. Vice-President, 


Chairman 


Canada Permanent — 
Toronto General Trust.. P) 


Nationalila.... cclete sere tes 1 


I London Life 


Toronto-Dominion.:.\. 1s seis ss) oer 2 President Canad alerercmcs ccs chet ercisies 5 President 


Canada Permanent — 
Toronto General Trust.. 1 Vice-President 


IV Great West Life 


PSN SocoscondouDCdd cob 00S 4 Vice-President Canada Permanent —T.G.T. 3 Vice-President 
Montre alia t.tcte cccreke ccs seateucnsletorerete 3 (2) Vice-President Royal .......... iyorerevet one 1 
EUS snowab ood oo OobabNOo CACC 1 


V Canada Life 


Imperialtrcrctrierctners yorrokerersterer ns 3 President Nation allmpsy.trcisicierecsenorone 10 Chairman, 
Nova. Scotiaw: vmiccemmitiaas. ee 3 President President, 
ae Vice-President 
Phoronto-Dominionicerercsieteterce eis 2 
GOS caocaogcdouosacaonoUSUO0>C 9) 
Montre ali ivscrercteicicscte cuevetetel tevetorere 1 


VI Mutual Life 


Imperiale cam itere ole hele< ates 4 Waterloo Trust ~ <1 s 4 Chairman, Vice- 
Montrealonrerne ein foes 3 President 

Canada Permanent — TGT. 3 

IROV. al erator cieieiensieielsbenat crete 2 

Canadaiieris c.ciacsteciccotner: 1 

SUM) voddionooadsoooed 1 Vice-President 

Vi Confederation Life 

Amperiialvsr. cpevecas stot shersterepetorsustet aie 5 (2) Vice-Presidents Canada Permanent....... 3 

Ceowniiirers citems scletetonccnehere 2 Vice-President 
Moronto=Dominione cei cients i National aictelsverernereretous 1 
Montreallerrecteasseisierel nell eronenerepenayeors 1 cieiLoooaogoon boagonUmo’ af 
NOY, a licas cxeteversotorels cheveus chosen cients) ote 1 Administration & Trust... 1 

VIM North American Life 
STONE LBs Oo ReER DOO Dro OIG DIO 3 Canada Permanent — TGT 4 
“oronto-Dominion! eee sieieeeisie e 2 Montreali™sc.... conte eioceies i 
Imperialtarrerectielere ee steastonenci otters 1 Nationale cielisiocreeriere 1 
INOVal SSCOLLA ct o.cic.ceteecsreter orate 1 
Provincray en. yet s ss sieved: toleievelerone 1 Vice-President 
IX Crown Life 

Imperiale t-iecdeiel etek eteroleyetsronorl ots 2 Eastern ence 2 Executive Committee 
NOVa SCOtiaien 1. soon ane 2 
Montrealswnir-neelerlersienekorlet ire) ete 1 Canada Permanent — TGT 1 Vice-President 
Provincial vies ore Gece cian shes eine 1 President Canada s.5. sieve ore nebieiee 1 
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IX Crown Life (Continued) 


Chartereda. 0... ee 1 
Royale hata eon une ee, 1 
X Imperial Life 
INOVGESCOULAT. rc ey cles cee ook xs 3 Chartered, tarcc ee 2 President 
Imperial CIRO OMA ae ON Pe Oe CP CR CHOeTY 2 Canada Permanent = TGT 1 
Moronto-Dominion .....63....3. 1 Grown ser eters coe ee 1 
MONE al eter relsi celiete see ocoopogss 1 National iai.. ance irre 1 
BPUODEC SAVINGS 6 oiuiico ses sé ee 1 
XI Dominion Life 
amperialssicc si". eonene eee tsvetst eterene 1 Waterloo Trusty... 0.5.2. 4 
Canada Permanent....... t 
Xl Excelsior Life 
Toronto-Dominion..... pheleieis) of a)/oxs 3 Canada Permanent....... 3. Chairman, (2) Vice- 
AMPOTLaly crete c sis ioc 6 ss OOOO SRS by | President 
Montreal City ........ steterotene eters i 
BSOV GT eb. teverons ote shee ee Pole shale eran 1 National@®. ceeieetey ak 2 
XIN Monarch Life 
Nova Scotia ....... DOD SOO 1 Nationally gc once 1 
Ovals. 6s Odine nS Siomio Ooms Crome 1 
XIV National Life 
SCIEN Wee ae 20 O60 6 2 Montreal @ arnt oe 1 
Eastern... ree 1 
XV Northern Life 
Montreal ...... OG COO OIA 1 Vice-President Canadam.y.rci conserve: 2 
IOV al eetecsteto rere edte cree 1 
XVI La Sauvegarde Life 
— Nil — — Nil — 
XVII Continental Life 
amiperial) << .....s<.s 516. ODOC MCL 1 Canada Permanent....... 1 Vice-President 
General nnd ceeiicn. 1 Vice-President 
Nationale.c. csr ne 1 
XVIII Montreal Life 
SOV ANG Taree sits i aislnend ob os Ay ee} Administration & 
Trust sis cc tee se 2 
(LEE ES ae 1 Chartered a. cites eae 1 Vice-President 
Montreal. scisteicsie sie ccicc ene 1 
XIX Sovereign Life 
aN ie Crown ee ers « ccctotereeiaie ele eral 1 
Montreal wie cores sie hehe sisnete 1 
XX Equitable Life 
— Nil — Waterloo Trust .......... 6 President, 
Vice-President 


Canadarvniyrsmtesct ee cieneets 1 
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GREAT BRITAIN 


I Standard Life 
MON tre dl os cists ele telcreietdreve «leneleielate 4 Chairman exorel socogagosto0doooac 5 


Ii Norwich Union 
Imperial .......eeeeeeeeeceees 1 as INET es 


UNITED STATES OF AMERICA 
I Metropolitan Life 


_ 


IONE aseooooud Coco coO anaes 1 President Montrealiycmisteie iio enene- Executive Committee 


Il Traveller’s Insurance 


Amperialerc-usrssuetrension<tsters-fererorre 1 Montrea lave rotene snes enue 1 


SECTION D 


Directorate Links Among Other 
Financial Intermediaries 


Apart from the chartered banks, trust companies, 
and life insurance companies, several other 
classes of financial intermediary were also ex- 
amined, with a view to determining the direction 
and extent of interlocking directorates. The insti- 
tutions studied included: 

(a) instalment finance companies and small-loan 

companies; 
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(b) the several types of investment companies 
(mutual funds, closed-end companies, and 
companies selling savings certificates to 
investors); and 

(c) investment dealers. 


Directorate links with banks, trust companies, or 
insurance companies occurred only infrequently 
in the case of the instalment finance companies 
and small loan companies and of the investment 
dealers. In the case of the investment companies, 
such links appear to be more common. 
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eee 


Group Studied No. Banks 


No. 


Trust Companies 


No. 


Life Insurance Cos. 


eee 


Instalment Finance Companies (6 companies examined) 


(i) Industrial 1 Montreal 
Acceptance 1 Imperial 
ST Bek lem 1 Canadienne 
i Royal 
(ii) Traders’ Finance 1 Nova Scotia 
Corp. 1 Royal 
(iii) Laurentide 1 Canadienne 
Acceptance 
Corporation 


Small Loan Companies (5 companies examined) 


(i) Beneficial 1 
Finance 
Company of 
Canada 


Imperial 


Mutual Funds (27 funds examined) 


(i) Investors’ Mutual 3 
of Canada —and j 


(ii) Investors’ Growth 
Fund of Canada 


Imperial 
Toronto-Dominion 


(iii) Canadian Invest- 3 Montreal (President) 
mentFund—and— 1 Royal 
1 Imperial 
(iv) Commonwealth In- 1 Canadienne 
ternational 
Leverage Fund 
(v) Commonwealth 1 Nova Scotia 
International 
Corporation 
(vi) Mutual Accumu- 2 Imperial 
lating Fund 1 Canadienne 
(vii) All Canadian 1 Montreal 
Compound Fund; 
All Canadian 
Dividend Fund 
(viii) Beaubran Ss ishth—o 
Corporation 
(ix) American Growth 1 Imperial 
Fund 
(x) North American 3 Royal 
Fund of Canada 4 Montreal (Executive 
Committee) 


1 Provincial 


(xi) Corporate Investors 2 
Ltd. 1 


Toronto-Dominion 
Imperial 


mem bo 


ee 


Montreal 
Royal (Chairman) 


Administration 
(Vice-President) 


Chartered 
Guaranty (President, 


Vice-President) 
Chartered 


Fiducie 


Royal 


National 
Canada Permanent 


Royal 
Montreal 


Royal 
Crown 
Chartered 


Canada 
Nova Scotia 


Royal 
Montreal 


General (Vice- 
President) 


Nil — 


Montreal 


Canada Permanent 
(Vice-President) 


Canada 
Royal 


Chartered (Chairman) 


Victoria & Grey 
(President) 


Canada Permanent 
National 
Canada 


_ 


ee ee 


ee ee 


Sun 
Travelers 
Alliance-Mutual 


Empire (Chairman) 


Alliance-Mutual 


Crown 


Sovereign 
North American 
Canada 

Mutual 


Sovereign 

North American 
Canada 

Mutual 


Sun 
Imperial 


National (President) 
Alliance-Mutual 


Nil — 


Continental 
National 


Mutual 


Excelsior (Preside 
Sun 


Monarch (Presio 
Great West 
Canada 
Imperial 


Group Studied 


(xii) Dominion Equity 
Investments 


(xiii) United Accumu- 
lative Fund 


(xiv) Funds Collective 
A (BY'C:) 


(xv) Timed Investment 
Fund 


(xvi) Executive Fund of 
Canada Super- 
vised Income 
Fund Supervised 
Growth Fund 
Supervised 
American Fund 


No. 


Banks 


Montreal 
Toronto-Dominion 


Imperial (Vice- 
President) 

Nova Scotia 

Toronto-Dominion 


Provincial 


Nil — 


Royal 


Toronto-Dominion 
(Vice-President) 


Canadienne Nationale 


Oo — — 
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Trust Companies 


Montreal 

Chartered 

Royal 

Chartered (Vice- 
President) 

Crown (Vice-President) 

Administration 


INGit 
Crown 


Montreal 


Canada Permanent — 
Toronto General 


General 


Investments Trusts; Closed-end Companies. (15 companies examined) 


(i) Canadian General 
Investments Ltd. 


(ii) United Corporations 


Ltd. 


(iii) Third Canadian 
Investment 
Trust Ltd. 


(iv) Toronto and 
London Invest- 
ment Company 
Ltd. 


(v) Dominion and 
Anglo Invest- 
ment Corpora- 
tion Ltd. 


(vi) Great Britain and 
Canada Invest- 


ment Corporation 


(vii) Economic Invest- 
ment Trust Ltd. 


(viii) Canadian Power 
and Paper 
Securities Ltd. 


(ix) Dominion Scottish 
Investments Ltd. 


3 
1 
1 


 bO 


a ee ee ee 


Royal 
Imperial 
Toronto-Dominion 


Royal (Vice-President) 
Imperial 


Royal 
Toronto-Dominion 


Canadienne Nationale 


Nova Scotia 
Montreal 


Montreal 


Montreal 
Imperial 
Toronto-Dominion 


Nova Scotia 
Imperial 
Montreal 
Royal 


Montreal (Chairman) 
Imperial (Vice- 
President) 


2 


no 


_ 


a a ae 


— et et 


Canada (President) 

Chartered (Chairman) 

Montreal 

Canada Permanent 

Montreal (Chairman) 
President) 

Canada 

Canada Permanent 


Canada Permanent 


Victoria & Grey (Vice- 
President) 


Canada Permanent 
General 


Chartered (President 
and Vice-President) 


Royal 


Royal 
Montreal 


Crown (Vice-President) 
Canada Permanent 
National 

Royal 


Montreal 
Royal 


National (President) 
Crown (Vice-President) 
Canada Permanent 
Royal 


a rae ey 


—_ et pe ee 
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Life 
Insurance Cos. 
Imperial 
Montreal 
Standard 


Empire (Chairman) 
Confederation 
Imperial 


Nil — 
Nil — 


North American 


Excelsior (President) 
London 

Manufacturers 

Sun 


Dominion 
Monarch 


Excelsior (President) 


Nil — 


Empire (Chairman) 
Imperial 
Crown 


Standard (Canadian 
Chairman) 


Standard (Canadian 
Chairman) 


Excelsior (Chairman) 

Mutual (Vice-President) 

Imperial (Vice- 
President) 

Standard (Canadian 
Chairman) 


Standard (Canadian 
Chairman) 


Confederation 
(President) 

Canada 

Standard (Canadian 
Chairman) 
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Group Studied 


(x) Canadian Gas and 
Energy Invest- 
ments Ltd. 


(xi) Investment Bond 
and Share 
Corporation 


(xii) Debentures & 
Securities 
Corporation of 
Canada 


(xiii) Investment Foun- 
dation Ltd. 


(xiv) Consolidated 
Diversified 
Standard 
Securities 


(xv) Pacific Atlantic 
Canadian Invest- 
ment Co. Ltd. 


(xvi) Argus Corporation 


(xvii) Power Corporation 
of Canada 


Savings Certificate Companies 


(i) Investors’ Syn- 
dicate of Canada 


(ii) Savings and 
Investment 
Corporation 


Investment Dealers 
(i) A. E. Ames & Co. 


(ii) L. G. Beaubien 
& Co. 


(iii) Greenshields 
Inc. 


(iv) Wood, Gundy & Co. 


(v) Midland Securities 
Corporation 


(vi) James Richardson 
& Sons 


No. 


4 


Banks 


Royal 


Toronto-Dominion 
(Vice-President) 


Royal (Vice-President) 


Nova Scotia 


Nova Scotia 
Montreal 
Montreal City & District 


Nil — 


Nil — 


Toronto-Dominion 
(Vice-President) 


Canadienne 
(Chairman) 


Royal 
Imperial 


Royal (President) 
Montreal 
Nova Scotia 


(3 companies examined) 
Imperial (Vice- 
President) 


Nil — 


Nil — 


Nil — 


Nil — 


Nil — 


Nil — 


Imperial 
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No. 


bh — — eS dO 


ao 


Trust Companies 


Montreal (Executive 
Committee) 


National 
Canada Permanent 


Montreal (Chairman) 


Chartered (President) 
Royal 


Eastern (Chairman) 
Montreal 


General 


Chartered 


Crown (Chairman) 
Montreal 


Administration & Trust 
(Vice-President) 


Canada Permanent 

National 

Canada 

Royal 

Administration & Trust 
(President) 


Montreal (Vice- 
President) 


Royal 


National 
Canada Permanent 


General 


Canada Permanent 
National 


General (Vice- 
President) 


Chartered (Vice- 
President) 

Nil — 

Nit 


Nil — 


No. 


eee we 


= ee 


Life 
Insurance Cos. 


Nil — 


Dominion 


Empire (Chairman, 
President) 


Imperial 


Sun 


Nil — 


Nil — 


National (Chairman) 
Alliance Confederation 
Mutual (Vice-President) 
Excelsior 

Sun 


Metropolitan 


Standard (Canadian 
Chairman) 


Canada 
Manufacturers 
Mutual 
Sovereign 


Nil — 


Nil — 
Continental 
Montreal 
Dominion 
National 


Northern 


Great West 


APPENDIX K 


LONG CYCLES AND RECENT 
CANADIAN EXPERIENCE 


By D.J. DALY 


LONG CYCLES 


INDEX 


I, Some Evidence on Long Cycles 


Dion connie ctracwricie eine Pe Seln*se1 OC eae case velce severe lel sse esse ee sce see ve rece corn 


DoT EET IUTSS clea ence ce Ee ae ee 


1, Variations in growth rates 

2. Pervasiveness 

3. Canadian — American comparisons 

4. Timing and Composition of Investment 


Se eraistent, Mechanism? een.....:.., cn, Med Oey oak anlee | 


1. Exogenous shocks 
2. Construction cycles 
3. Monetary cycles 

4. A synthesis? 


sy aGrow thin Canadam etwes.”.. .... Matuils: dere han hoe a vee x 


1, Production 

2. Construction 

3. Industrial diversity 
4. Severe depressions 


B. Recent Similarities ....... ko RAPE ne PO Ra Pee en aa ope See ML, 


1, Long duration 

2. Increased importance of government expenditures and taxes 
3. Strengthened financial system 

4. Changes in other sources of instability 
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APPENDIX K 


LONG CYCLES AND RECENT CANADIAN EXPERIENCE® 


In any appraisal of the scope for discretionary 
monetary and fiscal policy in stabilization, it is 
necessary to make some appraisal of the length of 
the lags inthe response of the economy to changed 
circumstances, A number of the staff studies have 
explored this area, using a variety of approaches,? 
It is also necessary to appraise the past experi- 
ence of the economy to sée how long the periods 
of inflationary or deflationary pressure have been. 
If the economy were to respond appreciably and 
quickly, the prospects for using discretionary 
policy to reduce instability would be more favor- 
able than if the lags were long and variable. 
Similarly, if the periods of severe inflationary or 
deflationary pressure were prolonged, it would be 
more practical to adjust economic policies appro- 
Priately than if the economy changed direction 
frequently. This Appendix summarizes some of 
the relevant past experience on the extent and 
duration of long cycles. 


I Some Evidence on Long Cycles 


As statistical data are developed for an ex- 
tended period for a larger number of countries, it 
iS apparent that economic growth does not go 


* This study draws on work done in the Economics Branch, 
Department of Trade and Commerce. W.M. Illing’s help 
has been invaluable. The charts were prepared by Mrs. 
I.M. Deruchie, also of the Economics Branch. Helpful 
comments on an earlier version have been provided by 
M.C. Urquhart, K.H. Buckley, W.M. Illing, D.A. White and 
A.C. Kelley, Publication of the study does not necessarily 
imply that the Royal Commission on Banking and Finance 
agrees with the views expressed. 

See H.G. Johnson and J.W.L. Winder, ‘‘Lags in the Effects 
of Monetary Policy in Canada’’; J.V. Poapst, ‘‘The 
Residential Mortgage Market’’; R.M. Will, ‘‘Postwar Fiscal 
Policy in Canada: A Study of Policy and Policy Lags’’, 
and the interview study of corporate response by J.H. Young 
and J.F. Hellwell printed in this volume. 


_ 
. 


forward at a steady and even pace, but rather 
occurs in rapid surges, followed by periods of 
hesitant growth or even extended declines in 
economic activity. Although there has been a con- 
siderable amount of data development and analysis 
in other countries, especially the United States, 
the extent of work in Canada has beer fairly 
limited. There has been a great deal of work in 
recent years on the short-term business cycle and 
the current economic situation in Canada, but much 
less on the longer-term swings. This note sum- 
marizes some of the evidence and reasoning for 
other countries, and illustrates some of the trends 
from Canadian experience. 


A. Measurement 


After an extended range of data has been ac- 
cumulated, there are a number of different methods 
of summarizing the longer-term changes in the 
data. Three approaches have been used exten- 
sively. In one approach, growth rates are calcu- 
lated over spans of years in order to make 
comparisons of growth experience over pre- 
selected periods. A second approach is to use a 
uniform method of averaging, One example is to 
compare the growth rates of consecutive 5 or 10 
year periods. Another is to apply a moving aver- 
age of several years to the annual data to elim- 
inate minor fluctuations. More recently, Abramovitz 
has developed a method which uses the dates of 
the shorter-term business cycle as the basic time 
interval for averaging. As this approach is being 
used more widely, and permits study of the rela- 
tionships between the short-term cycle and longer- 
term growth, it will be described more fully and 
illustrated with Canadian data. 
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The method used can be illustrated in Chart 1, 
referring to real G.N.P. in Canada. Using the 
dates for business cycle troughs, the average 
value of annual data between one business cycle 
trough and the next are obtained, and this is done 
for the full period of data. This is repeated for 
the periods between each business cycle peak. 
The results after averaging and centering are 
plotted on the top part of the chart. This part of 
the chart also shows the original annual obser- 
vations, so the effects of this method of averaging 
can be seen. The top panel of the chart (based on 
ratio scale) shows the persistent upward trend, 
with only two periods of decline in the solid line. 
These appear during the more severe depressions 
in 1919 and again during the early years of the 
1930’s. There is considerable variation in the 
rates of growth between the averages for adjacent 
full business cycles. In the bottom panel of the 
chart, rates of change per year between the aver- 
age levels already obtained are plotted, with the 
observations at the center of the periods being 
compared. A logarithmic trend of 3.3 per cent 


(calculated by least squares) is also shown. Most 
of the other examples given later are rates of 
change in such flow series as G.N.P. 

The main result of this averaging over business 
cycles is to smooth away much of the variation 
that is so apparent within business cycles in both 
annual and monthly data. Significant variations 
between different business cycles are still ap- 
parent, such as the impact of severe depressions 
and variations in the vigour of different business 
cycle expansions. This method has advantages 
compared with the use of uniform moving averages, 
such as the five or nine year moving average, or 
the use of overlapping decades. The use of uni- 
form time periods can still be affected by whether 
the periods are at roughly the same, or markedly 
different, stages of the shorter-term business 
cycle. The use of averages over business cycles 
facilitates the integration of the work on long 
cycles with the work on shorter-term business 
cycles. 

It should be noted that the range of annual 
data covering an extended period of time is fairly 
limited. The number of series is much less than 
are available on a current basis. However, much 
more material for Canada has become available 
recently from a volume sponsored by the Canadian 
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Political Science Association and the Canadian 
Social Science Research Council.? 


B. Canadian Experience 


Some of the more striking features of Canadian 
experience over longer cycles are illustrated in 
the accompanying charts. Four points apparent in 
the charts are worth noting. 


1. Variations in growth rates: One of the striking 
features of the charts is the variation in growth 
rates over time. This wave-like pattern is partic- 
ularly marked in urban building activity and gross 
national product. These long swings are quite ap- 
parent over the full period, including the nineteenth 
century (before the special influences of the two 
World Wars and the depression of the 1930’s). This 
reflects a persistent tendency for growth to take 
place in surges, followed by a reaction and more 
moderate changes for a period. 


2. Pervasiveness: These swings in the growth 
rate are apparent in a wide range of series. Three 
important series are shown in Chart 2, covering 
immigration, urban building activity and the balance 
of merchandise trade.* The timing of all the major 
swings is strikingly similar in all three processes. 
In a sense this reflects the impact of major devel- 
opments in the economic situation on these im- 
portant areas. Such periods of vigour as the period 
from 1900 to 1914 and the 1940’s and early 1950’s 
and the severe depression of the 1930’s stand out 
sharply, but more moderate differences are also 
evident. Incidentally, these charts are selected 
from about thirty covering almost a century of 
Canadian experience and most of them show the 
longer swings in growth rate of those shown here. 


3. Canadian-American Comparisons: The timing 
of these major swings in Canada is very similar 
to those in the United States. This can be seen 
in Chart 3 on G.N.P. and urban building activity. 
Basically, this reflects the natural tendency for 
rapid growth or severe depression in Canada to be 
related to similar tendencies in her major markets. 


2. M.C. Urquhart and K.H. Buckley, Editors, Historical 
Statistics of Canada, Cambridge University Press, forth- 
coming. 

3. To facilitate comparisons, all three series have been 
standardized, by putting them in ratio form. Immigration 
is shown as a percentage of the existing population; the 
urban building index is related to the index of G.N.P.; 
and the trade surplus (or deficit) is shown as a percent- 
age of total trade (exports plus imports). 
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CHART 3 - LONG CYCLES IN GROSS NATIONAL PRODUCT 
AND URBAN BUILDING ACTIVITY, 
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There are also some differences, however. A low 
point in the rate of change in G.N.P. (and for 
some other series not shown) occurs between 
1900 and 1911 in the United States, with no com- 
parable drop in Canada. The large capital inflow 
and high immigration into Canada at that time 
contributed to a high rate of growth for a full 
decade longer than in the United States. Similar 
tendencies for a more extended period of a high 
growth rate at peaks are apparent in the late 1920’s 
and again in the 1954-57 expansion in Canada.‘ 
The charts on real G.N.P. and urban building 
activity suggest larger amplitudes for long cycles 
in Canada than in the United States. An important 
factor contributing to this is the volatility in the 
world demand for industrial raw materials, which 
are so important in domestic investment and export 
trade for Canada. When world markets are favour- 
able, the rate of activity in Canada is intensified 
by an inflow of capital and a high level of immi- 
gration. When world demand eases up, however, 
domestic investment declines and the inflow of 
capital and manpower either drops drastically or 
is even reversed. The fluctuations in international 
capital movements and net immigration contribute 
to the extend of the longer-term swings in Canada. 
(It should be noted that the amplitudes of the 
short-term business cycle recessions are usually 
milder in Canada than in the United States —the 
reverse of the tendency in the longer cycle.) 


4, Timing and Composition of Investment: Changes 
in gross investment never lead the long cycle 
changes in economic activity. There are, however, 
a number of instances where investment lags. In 
both the U.S. and Canada there are long invest- 
ment lags in the mid 1880’s, in the early 1900’s, 
and again at the end of the Second World War. The 
differences are even more apparent if the percent- 
age change in the stock of capital is compared 
with the long cycle in G.N.P., as in Chart 4. 
Over five full long cycles beginning in 1890, the 
maximum rates of change in the stock of capital 
in the United States have lagged the changes in 
G.N.P. by two and a half years. For Canada, rough 
estimates of the stock of capital are available 
only since 1926, but over three cycles since then, 
the lag has been three and a half years, as shown 


4, K.A.H. Buckley, ‘‘Urban Building and Real Estate Fluc- 
tuations in Canada’’, C.J.E.P.S., Feb. 1952, pp. 41—62, 
and especially Table 1, p. 44. 


in Chart 5. Because of the lagged response in the 
stock of capital, the direction of the changes are 
out of phase between one third and one half of the 
time (based on a long-term average of about 14 
years for a full cycle). 

There also seems to be a shift in the compo- 
sition of investment over these long cycles. In 
the early stages of a long cycle expansion, the 
greatest relative strength appears in investment 
by the commodity-producing industries. In the 
later stages of the long-cycle expansion, housing, 
transportation, utilities and office buildings be- 
come relatively more important. This is the area 
of ‘‘population sensitive’? investment (to use 
Kuznets’ term). Social capital is another phrase 
which has been used, covering the roads, sewers, 
schools and hospitals, which are such an important 
accompaniment of urban and suburban growth. 

It is possible that these shifts are a contrib- 
uting factor in changing financial conditions. The 
commodity-producing industries finance much 
more from internal funds, while the economic 
sectors important for investment in the area of 
social capital, housing and utilities resort to the 
capital market to finance expansion to a greater 
extent. 


C. A Persistent Mechanism? 


Although there is general agreement that growth 
occurs in long waves of rapid growth and retar- 
dation, there is no real consensus on the major 
causes for these swings. Three main approaches 
can be distinguished: major shocks or accidents; 
the construction cycle (with an emphasis on real 
factors in business cycles); and the monetary 
cycle. These will be outlined briefly. 


1. Exogenous shocks: The emphasis on exogenous 
shocks has some evidence to support it. The im- 
pact of wars is an important illustration, with 
examples from the Napoleonic period, the American 
Civil War, and the First and Second World Wars. 
Institutional weaknesses contribute to increased 
severity of depressions, particularly with the 
financial crises that were fairly important during 
the 19th and early 20th centuries. 


2. Construction cycles: The role of construction 
and population growth in long cycles has had the 
greatest attention as a causal factor in these 
swings. The length of the lags in the adjustment 
of the stock of capital is particularly important 
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in this regard. Some of the evidence for the lags 
was noted in the last section; some of the reasons 
for this will be explored here. Part of this lag 
reflects technical factors — the extended period 
of planning, drafting, preparing specifications, 
placing contracts, and the period of construction. 
The period of construction is related to the size 
of the project —large projects typically extend 
over a long period of time. A further factor is the 
psychological factor of business confidence and 
the length of time a possible program of expansion 
is considered before detailed planning is initiated, 
This can be illustrated by considering business 
attitudes after a severe depression. After a de- 
pression, businessmen are understandably con- 
cerned about low rates of utilization, low profit 
margins, high rates of business failures and high 
unemployment. They are very cautious about 
making long-term commitments and hesitate to 
expand facilities. Even when production, sales 
and employment have gone up in several periods 
of expansion, they continue to be cautious. It 
takes a series of extended expansions with only 
minor set backs until their concerns about low 
rates of utilization and low profit margins begin 
to be abandoned and they become enthusiastic 
about longer-term growth prospects. Interest in 
expansion grows and they are willing to undertake 
long-term commitments. They become aware that 
the rate of growth in output has been sharp, pro- 
ductivity has been increasing and profits are high 
both in relation to total sales and total assets. 
Gross investment is encouraged by high rates of 
utilization and high profits, but the ratios of 
capital to output fall in spite of rising investment 
and a growing stock of capital. As the expansion 
continues, the increase in output begins to mod- 
erate, and the additions to the stock of capital 
accelerate. The capital to output ratio begins to 
grow while profit rates begin to narrow. The 
acquisition of further productive facilities is pro- 
gressively discouraged. The rate of increase in 
gross investment slows down, and the increase in 
G.N.P. is retarded, but the level of investment 
may remain high both in total and in relation to 
total output. The additions to the stock of capital 
may still be rapid, and with the slower growth in 
total output, the capital to output ratio grows and 
profit rates fall. With excess capacity beginning 
to grow and profit rates falling, the incentives to 
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invest diminish and gross investment is cut-back, 
Gross investment and total output will increase 
at a slower rate or even decline. Excess capacity, 
unemployment of labour, slow productivity growth 
and severe depressions can develop. Thus the 
lags in the adjustment of the stock of capital 
lead to overshooting and subsequent adjustments 
and are reflected in a wide range of economic 
processes, 

These lags and excessive investment in the 
business area are extended and intensified by 
Similar (but later) swings in housing, utilities and 
social capital. The changes in certain major com- 
modity-producing industries contribute to changing 
concentrations of population and increased popu- 
lation movement. In Canada, historically, a capital 
inflow and increased net international migration 
intensify the extent of growth and change. 

This pattern has been discussed extensively 
in the literature, with some differences in emphasis, 
partly reflecting the areas of interest and differ- 
ences in approach of the writers.5 They share in 
common an emphasis on real factors, with monetary 
factors playing a minor role. 


3. Monetary cycles: Other writers would put much 
more emphasis on the role of monetary factors in 
these long swings. Milton Friedman is one of the 
strong advocates of this position. He would put a 
great deal of emphasis on the rate of change in 
the money supply, pointing out that periods of 
large and persistent price increases have inva- 
tiably been associated with sharp increases in 
money supply and that periods of severe depression 
have followed more modest increases in the money 
supply, or an occasional actual decline. The 
periods of price inflation have frequently been 
associated with wars and excessive monetary ex- 
pansion from war finance, or other sources of 
monetary expansion, such as the inflow of gold 
into Spain from the New World. Severe depressions 
have occurred if a financial crisis and an accom- 


5. For example, see M. Abramovitz, N.B.E.R. Annual Report, 
1958, pp. 47—56; ‘‘The Nature and Significance of Kuznet’s 
Cycles’’, Economic Development and Cultural Change, 
April 1961, pp. 233—248; ‘‘Evidences of Long Swings in 
Aggregate Construction Since the Civil War’’, Forthcoming 
N.B.E.R. Occasional Paper, Sections 1 and 10; S. Kuznets, 
‘‘Long Swings in the Growth of Population and on Related 
Economic Variables’’, Proceedings of the American 
Philosophical Society, Feb. 1958, pp. 34—37; Bert G. 
Hickman, ‘‘The Postwar Retardation: Another Long Swing 
on the Rate of Growth?’’, A.E.R., May 1963, pp. 496—501. 
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panying “‘run’’ on the currency or banking system 
led to a reduction in the money supply. 

According to this view, if the money supply 
was increased at a constant rate (to cover the 
long-term increase in physical activity and the 
long-term increase in the desire to hold cash 
balances), the swings in economic activity would 
be sharply reduced, and might even disappear. 
Friedman recommends a steady increase in the 
money supply as an important part of his views 
on monetary policy.® 

Some writers have drawn attention to the 
“quality of credit’? as another financial factor in 
business cycles. Essentially, the quality of credit 
can be regarded as a risk of loss. Although some 
work has been done in this area, the period studied 
has been much shorter, really just covering the 
period since the First World War. This work does 
suggest that there was a deterioration in the 
quality of credit during the 1920’s, and there is 
some evidence that some deterioration has devel- 
oped in the United States over the last decade or 
two. This could leave the economy more vulnerable 
to a recession in the future.’ 


4. A Synthesis?: Although these views on the 
causes of long swings have been put forth initially 
as alternatives, elements of them can also be 
drawn together in a synthesis. Certainly both the 
real and monetary schools would agree that wars 
can have an important impact on long cycles. How- 
ever, they would both point out that there have 
also been long cycles in peace time. Most econ- 
omists would agree that extremes of monetary ex- 
pansion or contraction for extended periods would 
have an effect on activity, and prices, and that 
monetary and financial crises can influence 
physical activity. There may be scope for a 
synthesis, even if the appropriate emphasis on 
individual factors is still uncertain. 
In this connection, it is worth drawing attention 
to some comments by Burns and Mitchell made 
6. See M. Friedman, ‘‘The Demand for Money: Some Theo- 
retical and Empirical Results’’. J.P.E., August 1959, 
pp. 327—352, reprinted as N.B.E.R. Occasional Paper 68; 
Friedman and Schwartz, ‘‘Money and Business Cycles’’, 
R.E. Stat., Feb. 1963 Supplement, pp. 32—78; and 
Friedman and Schwartz, A monetary History of the United 


States, 1867—1960, N.B.E.R. Princeton 1963 for a develop- 
ment of these views. 

7. Geoffrey H. Moore, ‘‘The Quality of Credit in Booms and 
Depressions’’, Journal of Finance, May 1956, pp. 288—300; 
James S. Earley, ‘‘The Quality of Credit Studies in 
Perspective’’, N.B.E.R. Forty-Third Annual Report, May 
1963, pp. 10—17 and other studies cited therein. 


many years ago. In considering the question, “‘Is 
there a cycle of cycles?’’ they summarized the 
longer-term pattern of successive cyclical ex- 
pansions after a severe depression. They found 
that the series measuring industrial activity be- 
have quite differently over successive expansions 
from those representing interest rates and specu- 
lative activity. They suggest the following inter- 
pretation: 

The series representing industrial activity 
seem to behave in a different way within the 
provisional long-cycle periods than do the 
series representing interest rates and spec- 
ulation. While the average rise is largest in 
the first and smallest in the last group of 
specific cycles in both iron production and 
deflated clearings, it is smallest in the first 
and largest in the last group in bond yields, 
call money rates, and shares traded. In the 
last group of cycles the average rise is nearly 
the same as the average fall in shares traded 
and bond yields, not much smaller in call 
money rates, but considerably smaller in iron 
production. These differences suggest a 
hypothesis along the following lines. After a 
severe depression industrial activity rebounds 
sharply, but speculation does not. The follow- 
ing contraction in business is mild, which 
leads people to be less cautious. Consequently, 
in the next two or three cycles, while the 
cyclical advances become progressively 
smaller in industrial activity, they become 
progressively larger in speculative activity. 
Finally, the speculative boom collapses and 
a drastic liquidation follows, which ends this 
cycle of cycles and brings us back to the 
starting point. This hypothesis will repay ex- 
ploration and may turn out to have substance.’ 

This is a fruitful way of interpreting develop- 
ments, and these points have been drawn on by 
other writers, and have influenced the present 
study. 


lM Postwar Growth in Canada 


Some of the charts and discussion in earlier 
pages suggest that swings in growth rates for a 
number of important Canadian series have occurred, 


8. A.F. Burns and W.C, Mitchell, Measuring Business Cycles, 
(New York: N.B.E.R., 1946), p. 460. 


in a rather similar fashion to those in other coun- 
tries. Some of the literature has also suggested 
interpretations for a persistent mechanism for the 
recurring nature and differences in timing of dif- 
ferent economic processes. A further test is to 
see if some of the patterns that have appeared in 
the past in other countries can be observed for a 
different country and a different time-period. This 
is a test of the persistence and importance of the 
underlying relationships. 

Have economic developments in Canada (or 
the United States as well, for that matter) recently 
shown any of the characteristics of past long-cycle 
declines? Three steps will be followed in explor- 
ing this question: 

A. The main features of past long-cycle de- 

clines will be summarized; 

B. Any similarities in recent developments will 

be pointed out; and 

C. Some new features in the recent situation 

will be indicated. 


A. Patterns over Past Long Cycles 


On the basis of the experience in past long- 
cycle declines, there seem to be four recurrent 
developments that are quite apparent in the data 
and well accepted in the literature. 


1. Production: The measures of physical produc- 
tion generally show the sharpest rates of increase 
quite early after a long-cycle trough. This is 
physically possible as the greatest degree of 


underutilization is present at this stage of the 
long cycle. Frequently, the period of sharpest in- 
creases has occurred within three years of the 
beginning of sustained recovery. There may be an 
extended period of slowing down in the growth 
tate before real weakness emerges. It should be 
noted that production increases more modestly and 
need not actually fall during long-cycle contrac- 
tions. Since 1875 in the United States, real G.N.P. 
and industrial production have both only declined 
twice during long-cycle declines. On the other 
occasions, growth merely slowed down. 


2. Construction: During a long-cycle expansion, 
the period of most rapid increase in the capital 
stock comes while the increases in physical ac- 
tivity have already begun to moderate. The per- 
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centage increases in the stock of capital exceed 
the increases in real output and demand. Such 
Strength in the investment programme and these 
additions to the stock of capital are not sustain- 
able, and the more rapid increases in physical 
and financial assets than in demand are soon re- 
flected in narrowing profit margins. As manage- 
ment becomes aware of the more moderate nature 
of increases in sales and the more competitive 
environment, expansionary programmes become 
selective and modest. These changes are likely 
to be more pronounced in the commodity-producing 
industries, particularly if the earlier period of 
expansion had been vigorous and persistent. 

Other areas of construction may continue at 
high levels. Their rate of increase may be checked, 
but not all areas of construction need decline. 
What distinguishes the periods of severe depression 
from more moderate depressions during periods of 
slow growth is the industrial extent of the de- 
clines in construction and production. In severe 
depressions, construction of houses, roads and 
other areas of social capital also decline reflect- 
ing the cumulative declines in income. 

A declining proportion of investment in total 
output is one of the characteristics of a long- 
cycle decline. 


3. Industrial Diversity: There is also some evi- 
dence that during periods of slow growth, there is 
less diversity in growth rates than during periods 
of more rapid growth. This was an important theme 
in Arthur Burns’ study of production trends, and 
Mitchell summarizes these findings as follows: 
During the years when the increase in 
general production has been exceptionally 
rapid, the decade rates of growth shown by 
individual industries have drifted apart sharply. 
This ‘dispersion’ has regularly reached a 
maximum when the trend-cycles reached their 
peaks. On the other hand, the decade rates 
of growth drift closer together when the in- 
crease in general production declines; dis- 
persion falls to a minimum in the troughs of 
the trend-cycles. The suggestion is that ex- 
ceptionally rapid growth disrupts the ‘balance’ 
of the industrial system and so causes grave 
business difficulties, while the ensuing 
retardation of growth restores the balance 
and so paves the way for another phase of 
rapid growth. But the mechanism of this proc- 
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ess and the part which random influences 
play in it remain to be worked out.° 


4, Severe Depressions: Many authors have referred 
to the occurrence of a severe depression and 
periods of disappointing recovery during the 
periods of slow growth.’ During the nineteenth 
century, protracted depressions in the United 
States came about three years after the downturn 
in the building cycle. 


B. Recent Similarities 


A number of these patterns apparent in past 
long-cycle declines can be seen in the experience 
of the late 1950’s and early 1960’s. 

The slowdown in over-all economic growth from 
1957 to date has been widely recognized. (The 
year 1957 is used as April 1957 was the peak of 
that business-cycle expansion and 1956-57 were 
high years in the ratio of investment to G.N.P.) 
In the six years since 1957, the growth has been 
less than in the six years before 1957 for the fol- 
lowing Canadian series: G.N.P. (both in value 
and real terms); employment; railway traffic and 
consumer expenditure per person, in real terms. 
Unemployment has never been below five per cent 
of the labour force since 1957, although it was 
never that high for a full calendar year before. 
Gross immigration has been considerably reduced, 
and in recent years net immigration has declined 
almost to zero. This slowdown has been widely 
recognized.'! 

The investment programme has shifted from a 
source of strength to a source of weakness. In the 
second quarter of 1963 business capital spending 
was under $5.0 billion (in 1957 dollars), compared 
to over $6.0 billion in 1957, a drop of almost 18 
per cent over six years. As a per cent of G.N.P., 


9. A.F. Burns, Production Trends in the United States since 
1870, (New York: N.B.E.R., 1934), pp. xx—xxi, 

10. Burns, op. cit., page 251; Warren and Pearson, World 
Prices and the Building Industry, (New York, 1937), page 
150; Abramovitz, Joint Economic Committee Statement, 
page 428, and ‘‘The Nature and Significance of Kuznets 
Cycles’’, pp. 234—241; and Burns and Mitchell, Measuring 
Business Cycles, (New York: N.B.E.R., 1946), page 460. 

11. Wm. C. Hood, paper and evidence to the Senate Committee 
on Manpower and Employment; D.L. McQueen, paper to 
the Ottawa Chapter of the C.P.S.A., January 1962; 
Arthur J.R. Smith in a number of talks; Harry G. Johnson, 
Canada in a Changing World Economy, (University of 
Toronto Press in co-operation with Carleton University, 
1963), pp. 31—49; Harry G. Johnson, The Canadian 
Quandary (McGraw-Hill, 1963), especially Chapters 5 and 
9; Kenneth Buckley, op. cit., etc. 


investment has declined almost one third since 
1957. This decline in gross investment has been 
reflected in slower growth in the stock of capital 
(as shown in Chart 5). There has also been a shift 
in the composition of the investment program. The 
commodity-producing industries have declined in 
relative importance, and housing and social capital 
have become a larger part of private and public 
investment in Canada (growing from about 35 per 
cent of the total investment programme in 1957 to 
about 45 per cent in 1962). These changes are in 
line with experience in other long-cycle declines. 


A narrowing in the difference in growth rates 
has developed since 1957. From 1947 to 1956, 
gross domestic product grew at a rate of 5.2 per 
cent, and half of the industries were spread from 
3.9 to 6.2 per cent per year. In the 5% years from 
the 1957 peak to the end of 1962 (the last figure 
available), the over-all growth had declined to 
2.9 per cent, and the individual industries were 
more narrowly clustered around this. Even more 
dramatic than this, of course, is that 16 of the 
individual industries grew more slowly in the later 
period, and only two grew more rapidly. The slow- 
down in growth is widespread by industry and 
there is a tendency for the setback to be even 
more pronounced among the industries which were 
previously among the most rapidly growing. The 
same tendencies reappear in Table 2, which shows 
the differences in growth rates for individual in- 
dustries within manufacturing and mining. Again 
the widespread slowdown and the tendency for the 
previous rapidly growing industries to experience 
more of a setback is apparent. In fact, some of the 
industries previously growing slowly have been 
among the few growing more rapidly in the later 
period (textiles, rubber and leather being exam- 
ples). All of these changes are in line with earlier 
experience, as described by Arthur Burns on 
Production Trends in the United States since 
1870. 

Of the four symptoms of slow growth seen 
historically, the only one which has not been 
apparent during recent years is a severe depression. 
In summarizing the past, Abramovitz comments, 
“each period of retardation in the rate of growth 
of output has culminated in a protracted depression 
or in a period of stagnation in which business 
cycle recoveries were disappointing, failing to 
lift the economy to a condition of full employment 
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TABLE 1 


ANNUAL GROWTH RATES IN REAL OUTPUT, MAJOR INDUSTRIES 
1947—1956 and 1957 II to 1962 IV 
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or doing so only transiently... The present writer’s 
Statement is based upon experience running back 
to 1816, while Burns is based on experience since 
me. 1870’s’’,?? 


C. Differences in Circumstances 


Although there are some important similarities 
between the historical record and current experi- 
ence, there are also some changes in circum- 
stances, which can modify past patterns. A number 
of these differences can be pointed up. 


1. Long duration. The low point in the last long 
cycle occurred in the 1930’s, and there is still no 
clear evidence that the low point in the current 
one has been passed. This would make the dura- 
tion of the full long cycle between the 1930’s and 
1960’s well beyond the longer-term average ex- 
perience. The longest previous full cycle in the 
United States was 21 years, and the average since 


12. M. Abramovitz, ‘‘The Nature and Significance of Kuznets 
Cycles’’, p. 234. See also his Joint Economic Committee 
Statement, pp. 427—428 and Burns, Production Trends in 
the United States since 1870, p. 251. 


1819 is 14 years.'* There are, however, a number 
of factors that contribute to the unusual length of 
the full cycle. For one thing, the defence expend- 
itures of the Second World War and the Korean War 
contributed to an extension of the period of growth, 
and accentuated the strengths that were already 
present in the private sector. In addition, the 
1930’s was the first period of extended reduction 
in the stock of capital in the United States since 
1870. The extended period of demand strength 
subsequently contributed to a prolonged period of 
capital expansion. Development of such important 
new industries as television, uranium and atomic 
developments, synthetic fibres and plastics also 
introduced new elements of growth and change. 


2. Increased importance of government expend- 
itures and taxes. Since Confederation there has 
been an erratic upward tendency in the importance 
of government expenditure on goods and services 


13, M. Abramovitz, Joint Economic Committee Testimony, 
Table 3, page 435. 
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TABLE 2 


ANNUAL GROWTH RATES IN REAL OUTPUT 
MAJOR INDUSTRIES OF MINING AND MANUFACTURING 


1947—1956 and 1957 II — 1962 IV 
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in relation to G.N.P. In 1870 this was 4.6 per 
cent; 8.1 per cent in 1910; 11.1 per cent in 1929 
and 16.2 per cent in 1962.’ The decisioris in this 
area are not influenced by profit considerations 
and are more insulated from recessions. Transfer 
payments from governments to persons have also 
increased in relative importance. In the early 
years of the century they were relatively small, 
but had become about 2 per cent of personal in- 
come in 1929 and 12 per cent by 1962.'5 Unem- 
ployment insurance payments would increase 
during recessions, but most other payments (old 
age pensions and family allowance payments) are 
contractual in nature. In addition, the increased 
importance of more cyclically volatile revenue 


14, O.J. Firestone, Canada’s Economic Development, 1867— 
1953, (London: Bowes and Bowes, 1958), Table 38, 
page 127. 

15. National Accounts, Income and Expenditure, 1926—1956, 
(Ottawa: Queen’s Printer, 1958), page 28 and subsequent 
issue. 
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sources provides a greater degree of built-in sta- 
bility from the revenue side. All of these changes 
have an important stabilizing influence, even 
apart from any new discretionary measures that 
may be introduced for stabilization purposes. 


3, Strengthened financial system. Historically, a 
good deal of attention has had to be given to 
financial crises and monetary disturbances in in- 
flations and deflations. ‘‘Many of the business- 
cycle contractions of the more remote past were 
accompanied by severe financial distress, credit 
liquidation, wholesale cancellation of orders, 
hoarding and other manifestations of loss of con- 
fidence or even panic’’.*® The financial system 
has been considerably strengthened since then, 
however. In the United States, ‘‘The monetary en- 
vironment has changed significantly as compared 
with earlier long swings. The development of 


16. Geoffrey H. Moore, ‘‘The 1957—58 Business Contraction: 
New Model or Old?’’, A.E.R., May 1959, page 304. 


federal insurance of bank deposits and of the in- 
sured and amortized home mortgage has provided 
automatic safeguards against the liquidity panics 
and foreclosure waves that aggravated past de- 
pressions’’,'” There is some evidence, however, 
that there has been some deterioration in quality 
of credit that is similar in nature but not as 
pronounced as in the 1920’s, 


4, Changes in other sources of instability. A num- 
ber of industrial shifts have occurred, but it is not 
clear whether the net effect is to reduce the degree 
of cyclical responsiveness. There has been an 
increase in the relative importance of the service 
industries (public utilities, government and other 
service industries), which are less vulnerable to 
recessions. There has also been a reduction in 
the importance of the railways and railway invest- 
ment, an important feature of the earlier long 
cycles in Canada. The ratio of white to blue collar 
workers has increased, and production workers 
have become a smaller share of total employment. 
Workers have also become more highly trained. 
Both of these developments make employers more 
reluctant to cut back employment, if the market 
weakness may only be temporary. However, durable 
manufacturing has become more important, and 
the resource development industries (metals and 
forest products) have also become more important. 
These can be vulnerable to changes in domestic 
and foreign markets. 

In the United States, immigration and the con- 
Struction industry have both become less important 
than they were at the start of the century.’® In 
Canada, however, construction has been more im- 
portant in the 1950’s than in the 1920’s, and ap- 
proached the levels attained between 1900 and 
1914 (see Chart 2). Immigration has been much 
more important relatively in Canada than in the 
United States, but it has been less important than 
before the First World War and again during the 
1920’s. However, internal migration and rural- 
urban shifts have been quite important in recent 
decades, 

It is probable that the changes in the private 
non-financial sector have been less important 
than the changed patterns in government and the 
institutional changes in the financial system. 


17. Bert G. Hickman, ‘‘The Postwar Retardation: Another 
Long Swing in the Rate of Growth’’, A.E.R., May 1963, 
Page 502. 

18.M. Abramovitz, Forty-Second Annual Report of the 
N.B.E.R., page 48 and B. Hickman, op. cit., pp. 502—503. 
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D. Implications for Policy 


In the next few pages, some of the implications 
of the distinctions between short and long cycles 
for economic policy will be outlined. 

The first point to be noted is that the real con- 
cern about inflationary increases in prices and 
wages or the existence of idle resources of labour 
and capital arises if the time-period of difficulty 
is prolonged in time or intense. Temporary periods 
of price pressure or short periods of high unem- 
ployment create less economic difficulty and 
social hardship than more protracted periods. To 
take an example, the period of higher unemploy- 
ment during the 1953-54 recession should cause 
less concern than the more extended period of 
unemployment of the late 1950’s and early 1960’s. 
In assessing the economic Situation, it is important 
to have a view about these longer cycles and not 
just the shorter-term business cycle. The stage 
of the longer cycle affects the duration and vigour 
of the shorter-term business cycle. It is the 
longer-term fluctuations that create the more 
serious economic problems. 

The length of time between initiating a change 
in policy and its effect on the levels of employ- 
ment and real income affect the feasibility of 
using economic policy to stabilize the economy. 
The staff studies exploring these lags for Canada 
Suggest that the response lags are quite long in 
relation to the duration of the shorter-term busi- 
ness cycle.'? The problems of having policies 
operate to reduce instability are two-fold. One is 
the technical problem of forecasting economic con- 
ditions for the short-cycle an extended period 
ahead. The second problem is having an adequate 
degree of understanding and support from key 
groups in the community to provide political sup- 
port for such measures. There is a real risk that 
by the time adequate public support permitted the 
introduction of expansionary policies during 
recessions of the short duration experienced over 
the post-war years, the economy would be once 
again expanding by the time the main expansive 
results were being felt. Even for expansions of 
the duration of 1954 to 1957, the problem is still 
severe. In order to shift from restraint to expan- 
Sionary policies to cope with the developing 
weakness in 1957, the shift might have had to 
19. See footnote 1 for such studies, In the eight peacetime 


cycles from 1919 to 1961, contractions have averaged 16 
months, expansions 28 months. 
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take place as early as the first half of 1956 to 
have an appreciable impact during the period of 
sharp declines. However, the first half of 1956 
was showing more signs of price pressure and 
pressure in financial markets than had been ap- 
parent for some years. It would have been very 
difficult to have the technical assurance or public 
support to shift away from policies of restraint 
at that stage. The difficulty is that the response 
lags are long relative to the duration of the busi- 
ness cycle phases. 

What should the objectives in stabilization 
policy be, under these circumstances? A more 
attainable objective would be to try to check and 
moderate the acute and persistent periods of in- 
flationary pressure and the periods of more severe 
depression. On the basis of past experience, this 
might indicate a shift in policy about once a 
decade, rather than about five times a decade. 
Providing adequate public support was obtained, 
a policy followed persistently for a number of 
years would have a more extended period of time 
to become effective. Although it would still be 
difficult to shift policies as the longer-term 
changes developed, it should be technically easier 
to adjust policies infrequently for major changes 
than much more frequently for minor changes. 


An important factor in the shorter-term busi- 
ness cycle is the swing in inventory investment 
of business firms. These swings are intensified 
by the unintended inventory accumulation or 
liquidation at  business-cycle  turming-points. 
Inventories play the role of a buffer between pro- 
duction and sales and bear part of the adjustment 
process in response to unexpected developments 
in the economy. If businessmen recognize changes 
in demand quickly and adjust production schedules 
accordingly, inventory swings will be more moder- 
ate than if recognition occurs belatedly. One 
interpretation of inventory change emphasizes the 
lags in recognition associated with the existence 
of seasonal variation and the widespread practice 
of making comparisons with the same month year 
ago.?° More widespread use of seasonally-adjusted 
data by business firms would shorten this recog- 
nition lag and moderate inventory swings. The 
main responsibility for these minor cycles and the 
best hope for moderating them lies with the poli- 


20. D.J. Daly, ‘‘Seasonal Variations and Business Expecta- 
tions,’’ Journal of Business, July 1959, pp. 258—270. 


cies of business firms. Although some earlier 
economists had emphasized the possibility of 
monetary conditions affecting inventory spending, 
other studies by the Commission have only been 
able to find a comparatively minor direct influence 
of monetary conditions on the timing and extent 
of inventory accumulation and liquidation. Under 
these circumstances, shortening the recognition 
lags within business and financial firms may be 
a more promising way of moderating inventory 
swings than the use of overall monetary policy. 

If government policy is directed at moderating 
the more severe swings in prices and unemploy- 
ment, there may still be room for measures which 
moderate the hardship on individuals associated 
with changes in economic conditions that are 
beyond their control, Unemployment insurance, 
unemployment assistance and other social welfare 
measures can be of help in this regard. Measures 
to facilitate retraining and labour mobility are 
another area of assistance. 


III Evidence for other Countries 


Economic developments in Canada are heavily 
influenced by conditions elsewhere. To put the 
previous discussion in a wider context, a brief 
summary of previous work and developments else- 
where may be helpful. 

There has been more study of the longer waves 
in the rates of change for the United States than 
for any other country. The first pioneering work 
in this area was published about three decades 
ago. Simon Kuznets was one of the early writers 
in this field and has emphasized the importance 
of these long swings, and has maintained interest 
in their study. Because of his sustained work in 
this area, they have been termed Kuznets swings 
or waves.”! He first described these longer swings 


21. This term was apparently used first by Lewis and O’Leary, 
“Secular Swings in Production and Trade, 1870—1913"’, 
The Manchester School of Economic and Social Studies, 
XXIII, May 1955, pp. 113—152. The term Kuznets cycles 
is also being used by Abramovitz, Easterlin and Hickman. 
It should be noted that these swings are intermediate in 
duration between the Juglar and Kondratieff cycles 
populatized by Schumpeter. Subsequent work by Burns 
and Mitchell and George Garvy have not found much sup- 
port for the Kondratieff cycle. See J.A. Schumpeter, 
Business Cycles (New York, 1939). For a thorough 
criticism of Kondratieff’s work, including his Russian 
critics, see George Garvy, ‘‘Kondratieff’s Theory of Long 
Cycles’’, R.E. Stat., Nov. 1943, pp. 203—220, reprinted 
in Hansen and Clemence, Readings in Business Cycles 
and National Income, (New York: W.W. Norton and Co., 
1953), pp. 438—466. 


in production and prices in a book published more 
than three decades ago.?? He Suggested an average 
duration of these cycles of 22 years on production 
series, and a similar behaviour on price series, 
He has continued this work in recent years, with 
special emphasis on the Swings in population and 
investment.?5 
Arthur Burns also explored these long swings, 
using a wide range of production series, and data 
on total production. He was particularly interested 
in the divergence of growth rates by industry and 
how these varied as the degree of vigour in the 
total economy changed. Abramovitz summarized 
the main points from this work as follows: 
He found that the median rates of growth of 
the industries in his sample traced out defi- 
nite oscillatory movements, that the pattern 
of these movements ran through the entire 
system of series, that irregularities were con- 
fined chiefly to the agricultural sector, that 
the waves in the median rates of growth were 
matched by the trend-cycles of indexes of 
total industrial production and of major in- 
dustrial groups and that the same was true of 
trend-cycles in other aspects of the economy- 
prices, money in circulation, the monetary 
stock of gold, real earnings, business fail- 
ures and patents issued. Burns felt able to 
conclude that the concurrence of trend-cycles 
in the various branches of non-agricultural 
production and their consilience with trend- 
cycles in other aspects of economic life 
created “‘a strong presumption that a long- 
term rhythm has been pervasive in the American 
economy since the Civil War’’,?4 
Moses Abramovitz has been working in this 
area for some years and has published several 
short papers. His method of measuring long cycles 
by using averages over full business cycles 
Smooths away much of the variation within busi- 
ness cycles, while significant variations between 
different business cycles are still apparent. The 


22. Simon Kuznets, Secular Movements on Production and 
Prices, (New York: 1930), Chapter III—VI. 

23. Simon Kuznets, ‘‘Long Swings in the Growth of Population 
and in Related Economic Variables’’, Proceedings of the 
American Philosophical Society, Vol. 102, No. 1, Feb. 
1958, pp. 25—52 and Capital in the American Economy, 
Princeton University Press, N.B.E.R., 1961, especially 
Chapters 7 and 8. 

24. M. Abramovitz, ‘‘The Nature and Significance of Kuznets 
Cycles’’, Economic Development and Cultural Change, 
IX, April 1961, page 227. 
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impact of severe depressions and variations in 
the vigour of different business-cycle expansions 
are Significant in the smoothed data and permit 
any differences between the shorter-term business 
cycles that may be associated with the stage of 
the long cycle to be studied, Abramovitz has sum- 
marized the time-span and range of economic 
processes revealed by these swings as follows: 

The economic development of the United 

States has, in the past, assumed an irregular 

wavelike form in which periods of years with 
relatively high rates of growth were succeeded 
by periods in which the rate was much lower. 
After allowance for short (three to five-year) 
business cycles, such fluctuations in growth 
rates stand out in records of total and non- 
agricultural output, capital formation, produc- 
tivity, population and labor force growth, 
growth of the money supply, rate of change 
in prices, and other aspects of the economy. 
They are particularly prominent in residential 
building, railroad and canal construction, 
immigration, the balance of payments, and 
capital imports. 

Evidences of such waves can be found in 
this country as early as the 1830’s, and in 
the past they have run their course in ten to 
twenty years. (Recent experience, however, 
may not accord with this rule: if we treat the 
current wave of growth as an unbroken unit 
Starting in the early 1930’s, its duration ap- 
pears outside the range of past experience. 
It is plausible to suppose, however, that this 
is due in part to the economic disturbances 
connected with World War II.) 

Much of this work has given special attention 
to changes in construction and population, prima- 
tily because of an emphasis on their importance 
as a casual factor in these longer swings. A num- 
ber of authors have studied the role of construction 
in these longer swings in economic activity, 
Abramovitz has been re-examing this area in 
recent years, He has reworked the basic data, 
studied the timing of construction in relation to 
other economic activities, and suggested a tenta- 
tive interpretation of how the economic processes 


25. Staff Report, ‘‘Long Swings in Economic Growth in the 
United States’’, N.B.E.R. Fortieth Annual Report, May 
1960, page 19. 
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interact.2® As there is considerable similarity in 
the timing of a wide range of types of construction 
activity and in different geographic areas, he 
emphasizes the importance of common influences 
on the demand side. The structure of the industry 
contributes to long lags in the adjustment of sup- 
ply to demand, and the persistence of excess 
demand or excess supply for extended periods. An 
additional feature of this evidence on construction 
cycles is that the duration and vigour of shorter 
construction cycles is related to the major longer 
cycles. Some evidence on this is apparent in the 
accompanying table and Abramovitz has summa- 
rized American experience as follows: 
So long as the long-term demand for addi- 
tional capital is strong and rising, business 
recessions will not cause, or be accompanied 
by, serious slumps in investment in durable 
equipment and construction. Business re- 


cessions will, therefore, tend to be mild and 
brief and recoveries will carry the economy 
back to full employment. Contrariwise, when 
the long-term demand for additional capital 
equipment slumps, depressions will be deep; 
revivals, if they occur, will be weak or tran- 
sient and sustained recovery delayed.?’ 
Population changes and immigration get con- 
siderable attention in the study of these longer 
swings. Periods of strong activity in the United 
States are reflected in high birth rates, high im- 
migration (until more restrictive policies were 
introduced in the 1920’s), and high internal 
migration. There has been much discussion of the 
interrelations between migration, investment, and 
international trade and capital movements between 
the major industrial countries.”* The similarity in 
timing of emigration from a number of European 
countries suggests this was related to periods of 


TABLE 3 


AVERAGE DURATIONS AND AMPLITUDES OF SHORT SPECIFIC CYCLES IN CONSTRUCTION, 
CLASSIFIED BY PHASE OF LONG SWINGS, 1869- 19598 
UNITED STATES 


(gross (new) construction in 1929 prices) 


Expansions during long upswingS ...........-eeseeees 
Expansions during long downswings .......-.ssee-e0- 
Contractions during long upswings ..........+-e+eeee0 


Contractions during long downswings ........+.+-++0e- 


eoreeee 


eeoeeseee 


Amplitudes 


Durations 
Years 


Per Annum 


14.1% 
9.4 
=O) 


-16,0 
~(13, 1) 


SOURCE OF UNDERLYING ANNUAL DATA: technical tables in Simon Kuznets, Capital in the American Economy: 
Its Formation and Financing, extended from 1954 by Abramovitz on the basis of similar sources and methods. 


26. Moses Abramovitz, Testimony at Hearings, Joint Economic 
Committee, Employment, Growth and Price Levels, April 
10, 1959, pp. 411-466. ‘‘The Nature and Significance of 
Kuznets Cycles’’, loc. cit., Evidences of Long Swings 
In Aggregate Construction Since the Civil War’’, N.B.E.R. 
Occasional Paper 85 (forthcoming) and his Staff Reports 
in the following National Bureau Annual Reports, May 
1960, pp. 19—21, May 1961, pp. 27—30 and June 1962, 
pp. 46—48. 

a The long-swing chronology for this series is as follows. 
Troughs: 1869 (initial or terminal date of series, not 
necessarily a long-swing turning-point), 1899, 1920, 1933, 
1944 (wartime turning-point). Peaks: 1892, 1913, 1926, 
1942, (wartime turning-point), 1959 (initial or terminal 
date of series, not necessarilya long-swing turning-point). 

b Figures in parentheses exclude wartime movements. 

From Forty-First Annual Report, N.B.E.R., May 1961, 
page 28. 


27. M. Abramovitz, Joint Economic Committee testimony, 
April 10, 1959, page 428. 

28. A.K. Cairncross, Home and Foreign Investment, 1870— 
1913, (Cambridge University Press, 1953); Brinley 
Thomas; Migration and Economic Growth, (Cambridge Uni- 
versity Press, 1954); Simon Kuznets, ‘‘Long Swings in 
the Growth of Population and Related Economic Vari- 
ables’’, F-oceedings of the American Philosophical 
Society, Vol. 102, No. 1, 1958, pp. 25—52; R.A. Easterlin, 
‘Influences in European Overseas Emigration Before 
World War I, ‘‘Economic Development and Cultural Change, 
April 1961, pp. 331-351, and ‘*The American Baby Boom 
in Historical Perspective,’’ A.E.R., Dec. 1961, pp. 
869—911, reprinted as N.B.E.R. Occasional Paper 79; and 
J.G. Williamson, ‘‘The Long Swing: Comparisons and 
Interactions between British and American Balance of 
Payments, 1820—1913’’, Journal of Economic History, 
March 1962. 


high demand for labour in the United States. The 
outward movement of long-term capital has been 
reflected in different balance of payments develop- 
ments in the United Kingdom and the United 
States, and contrasts between investment and 
export trade in the United Kingdom. 

There is also scattered evidence to suggest 
that these long swings have occurred in other 
countries as well. Lewis and O’Leary reviewed 
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Chart 1, 


Canada. G.N.P. 1935—39 dollars. 

D.B.S. National Accounts constant dollar series from 
1926-1962, linked arithmetically to series developed 
by O.J. Firestone Canada’s Economic Development 
1867—1953, p. 276. 


Chart 2. 


Immigration as Per Cent of Population, Canada, 1870 
to date, 

Number of Immigrants, annually, 1865-1900, Canada 
Year Book 1942, p. 153; 1900—1956, Department of 
Citizenship and Immigration, Emigration 1956, p. 6; 
1956 to present, D.B.S. Statistical Review. Population 
annual estimates, 1867—1958, M.C. Urquhart and 
K.H. Buckley, Editors, Historical Statistics of Canada, 
Cambridge University Press, forthcoming; 1958 to 
present, D.B.S. Statistical Review. 


Balance of Trade as Per Cent of Total Trade, Cana- 
da, 1870 to date. Merchandise imports and exports, an- 
nually, also import and export price indexes for same 
period, linked arithmetically to obtain total trade and 
balance of trade in terms of 1926 dollars, Historical 
Statistics of Canada; 1926 to present, D.B.S. Canadian 
Statistical Review, Historical Summary, 1963 Edition. 


Urban Building in Relation to G.N.P., Canada, 
1870 to present. Annual Index of Urban Building Activ- 
ity 1867-1945, 1900=100, K.H. Buckley, ‘‘Urban 
Building and Real Estate Fluctuations in Carada’’. 
Canadian Journal of Economics and Political Science, 
Feb. 1950, No. 1., p. 58; 1945 to present, extending on 
basis of Urban building permits, D.B.S. Statistical 
Review. Sources of G.N.P. series: see notes for Chart 1. 
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the results from 46 series for the United States, 
the United Kingdom, Germany and France, cover- 
ing the major industrial countries. Similar long 
Swings appeared also in series for some other 
countries, including Sweden, Russia, Argentina, 
Australia, India, Brazil, Roumania and China, 
and some world trade and production series.?° 
Work for other countries has not been as extensive 
as in the United States, however. 


29. W.A. Lewis and P.J. O'Leary, ‘‘Secular Swings in Produc- 
tion and Trade, 1870—1913’’, The Manchester School of 
Economic and Social Studies, XXIII, May 1955, pp. 113—152. 


CHARTS 


Chart 3. 


Long Cycles in G.N.P. and Urban Building Activity, 
United States and Canada, 1870 to date. 


United States G.N.P., 1929 dollars, S, Kuznets, 
Capital in the American Economy, from 1871—1955, 
Pp. 487-563; 1955 to present, Department of Commerce, 
U.S. Income and Output. 


United States Urban Building Activity, Riggleman— 
Isard 1868—1933 Arithmetically linked to Construction 
Contracts 1933—1955, U.S. Bureau of Census, Historical 
Statistics of the United States, Colonial Times to 1957, 
Pp. 383—384. 


Canadian series: see notes for Chart 1 and 2. 


Chart 4, 
United States, Annual Changes in G.N.P. and Capital 
Stock, 1889—1953. 
Sources for G.N.P. series, see note on Chart 3, 


Capital Stock, 1889-1953, J.W. Kendrick, Productivity 
Trends in the United States, p. 320. 


Chart 5. 
Canada. Annual Changes in G.N.P. and Capital Stock, 
1926—1963. 
G.N.P., 1949 dollars, D.B.S. National Accounts; 


Private Non-farm non-residential Capital Stock, 
1949 dollars, Department of Trade and Commerce 
Estimate. 
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INTRODUCTION 


The principal purpose of this Appendix is to 
describe the procedures followed and the results 
obtained from the Commission’s Survey of corpo- 
rations. As indicated in the Report, this Survey 
was part of a group of studies one purpose of 
which was to assess the extent and timing of 
the response of the economy to changes in 
monetary and debt policies. To the extent that 
it was possible, the assessment of the effects 
on expenditure in the present Survey were made 
in quantitative terms to permit aggregation of 
the results with those obtained from other sectors 
of the economy. A discussion of the aggregate 
effects is to be found in Chapter 21 of the Com- 
mission’s Report. 

The present Appendix is a_ substantially 
revised version of a Progress Report prepared 
in December, 1962, when the Survey was still 
incomplete. Some of the issues discussed in the 
Progress Report have been dealt with fully in 
the Commission’s Report and material on these 
issues did not need to be incorporated in this 
Appendix. Most of the Chapters have been con- 
siderably revised and enlarged, and three new 
Chapters included — one on ‘‘The Distribution 
of the Effects of Monetary Policy’’, one on 
“Credit Conditions and the Non-Responders to 


the Mail Survey’’, and one on ‘‘Corporations and . 


the Foreign Exchange Market’’. We were doubt- 
ful of the wisdom of retaining Chapters II and 
III in this Appendix, but some readers of the 
Progress Report were of the view that these 
Chapters provided a useful preface to the de- 
tailed discussions which followed. Chapter II 
has been enlarged to include a brief discussion 
of the Radcliffe Committee’s position, and 


CHAPTER | 


Chapter III retained in essentially its ori ginal 
form. Those who do not find these introductory 
chapters useful are invited to tum directly to 
Chapter IV. 

A Survey of this kind would not have been 
possible without the help of many people. The 
Chairman and members of the Commission not 
only took a keen interest in the work as it was 
going forward, but were of material assistance 
in assuring a favourable reception for the inter- 
viewers by corporations both large and small. 
The Secretary of the Commission, Mr. H.A. 
Hampson, was helpful at all stages, and the 
Assistant Secretary, Mr, Leo LaFrance, assisted 
in the administration of the Mail Survey. The 
advice, support and encouragement of the Director 
of Research, Dr. William C. Hood, was of crucial 
importance to the success of the project. Other 
members of the Commission staff, including Mr. 
R. Johnstone, Professor Harry G. Johnson and 
Dr. D.J. Daly, offered useful advice in the initial 
stages of the inquiry. Mr. William Kennett par- 
ticipated in some of the interviews, while 
Professor R.A. Shearer not only took part in 
some of the interviews but also assisted in the 
analysis of the results bearing on the foreign 
exchange market and the behaviour of foreign- 
owned subsidiaries. The Joint Secretary, Mr. 
Gilles Mercure, took part in many of the inter- 
views carried out in the Province of Quebec and 
helped in other ways. Mr. W.A. McKay was a full- 
time participant in the Survey at an important 
stage and helped to prepare the Progress Report. 
The devoted efforts of the secretarial staff of 
the Commission, particularly Mrs. Jean Rees and 
Mrs. Pat Conway, made our work much easier, 
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We naturally turned to the Dominion Bureau 
of Statistics at an early stage of our inquiry, 
and Mr. M.J. Mahoney, the Director of the Divi- 
sion of Business Finance, was responsible for 
establishing arrangements for us. Mr. D.A, 
Traquair of the Division of Business Finance 
provided us with our samples of firms, and over 
a period of almost two years assisted us in a 
variety of ways. 


A survey is, however, only possible if those 
who are being surveyed are prepared to take the 
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time and trouble to provide the most accurate 
information available. We not only had good 
reason to be pleased with the high response rate 
to the mail survey, but also met with a friendly 
and cooperative reception wherever we carried 
out interviews. Without this high degree of co- 
operation from corporate executives, government 
officials, the officers of financial institutions, 
and others, the Survey would not have been 
possible, 


CHAPTER II 


MONETARY THEORY AND MONETARY POLICY 


Over the course of the last decade, monetary 
and debt policies have been used with consider- 
able vigour in Canada. In the interviews and the 
mail inquiry which provided the data for this study, 
firms were told that in 1956-57, 1959-60 and 
in mid-1962 funds became less available in 
Canada and interest rates increased. They were 
then asked to indicate whether changes in the 
availability or cost of credit were in whole or in 
part responsible for leading their firms to change 
their sources of finance, reduce their inventories 
or postpone or abandon plans for capital expendi- 
ture. Similarly, corporations were told that in 
1960-61 funds became more available and inter- 
est rates decreased in Canada. They were then 
asked whether these changes in the availability or 
cost of credit were in whole or in part responsible 
for leading their firms to change their sources of 
finance, accelerate capital expenditures or imple- 
ment new plans to purchase capital assets. 


In succeeding sections of this Appendix, we 
shall discuss the extent to which a survey of this 
kind can be expected to yield accurate results. We 
Shall point out that to the extent that changes in 
the cost and availability of funds have had effects 
on other sectors of the economy, which in turn 
have affected corporate decisions, some problems 


arise, In some cases, corporate executives have . 


anticipated these changes as ones which would 
result from a change in monetary and debt policies 
and have taken such indirect repercussions into 
account. Other effects, particularly those working 
through the exchange rate, may not have been 
anticipated, and executives who have reacted toa 
Change in sales may fail to recognize that this 
was a consequence of a change in interest rates 


and the availability of credit. 


There are many other problems encountered in 
the use of the survey method, but there is a funda- 
mental question which is quite independent of the 
accuracy or inaccuracy of the particular answers 
obtained in the Survey. This is the question of 
whether monetary and debt policies exert their 
influence over the economy through the cost and 
availability of funds, or whether there are other 
important channels of influence. If effects working 
through these other channels are not reflected in 
changes in the cost and availability of funds, then 
the questions being asked in the Survey, even if 
accurately answered, would not supply the mate- 
tial necessary for an analysis of the response of 
corporations to changes in monetary and debt 
policies. Similarly, the ‘‘credit conditions’’ ap- 
proach to monetary and debt policies put forward by 
the Bank of Canada in its Brief and adopted by 
the Commission in its Report, would be open to 
question. 

Two alternative approaches to monetary policy 
—one placing emphasis on the ‘quantity of 
money’’ and the other on the ‘‘whole liquidity 
position’’ — have sometimes been stated in a way 
which suggests that there are important channels 
of influence other than those reflected in the cost 
and availability of funds. Before comparing these 
alternative ways of looking at monetary policy 
with the credit conditions approach used in this 
study, some comments will be offered on the 
development of monetary theory. This will help to 
put present controversies into perspective and, 
incidentally, draw attention to the fact that the 
belief that monetary changes have little effect on 
prices or output or both, only received informed 
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Support in ten or fifteen years out of the last three 
hundred. 


Some Comments on the Development of Monetary 
Theory 


There are various ways in which the history of 
monetary theory can be divided into periods. Any 
such division is in part arbitrary and it could 
equally well be argued that there is an underlying 
unity throughout the whole development. For 
present purposes, the last three centuries divide 
most easily into three periods: the first, the peri- 
od in the seventeenth and early eighteenth centu- 
ries, representing the last stages of ‘‘mercanti- 
list’’ thought; the second, a period of almost two 
centuries in which the classical quantity theory 
of money dominated; and the third, a period extend- 
ing from early in this century to the present when 
attempts have been made to amend or replace the 
classical theory. 


The transition from mercantilism to the classi- 
cal theory does not call for any extended comment. 
In the seventeenth and early eighteenth centuries, 
the view was widely held that changes in the 
quantity of money would have a significant effect 
on output. This ‘“‘mercantilist’? view gradually 
gave way to the “‘classical’’ position that the 
effect of changes in the quantity of money would 
be felt on prices rather than on output. This differ- 
ence reflected the fact that the classical econo- 
mists assumed (often tacitly) that the economy had 
a tendency te operate at full capacity — a view 
which many of their predecessors did not share. 


The classical assumption of a tendency to- 
wards what we now call ‘‘full employment’’ per- 
sisted throughout the nineteenth century. If demand 
fell, prices were expected to decline and business- 
men and their employees were expected to accept 
rates of return appropriate to the new circumstances 
and carry on their production. The notion that 
aggregate demand might be persistently too low to 
lead to full employment was quite foreign to their 
thinking. For example, in his evidence to the 
Royal Commission on Gold and Silver in 1888, 
Alfred Marshall remarked: ‘‘I was very much 
struck by observing that in some of the evidence 
given to show that the fall of prices was doing 


great harm, it was argued that we were suffering 
from general over-production, a malady I contend 
we cannot suffer from...’’! 


The economists of the nineteenth century had, 
of course, a good deal to say about the fluctua- 
tions in income and employment which occurred, 
but given their assumptions about the nature of 
the economic system, they were primarily inter- 
ested in the way in which the system adapted over 
the long run rather than the way it responded in 
the short run to particular changes. This applied 
to monetary changes as well as others. From 
Ricardo to Marshall, the view was held that while 
changes in the quantity of money would exercise a 
short run influence over rates of interest, this was 
a purely temporary effect and not worthy of much 
attention. Rates of interest were determined by 
the forces of productivity and thrift, with saving, 
investment, output and employment all thought to 
be independent of the quantity of money. The 
following selections from the writings of the 
nineteenth century economists convey some of the 
flavour of classical thinking on the short and long 
run effects of changes in the quantity of money. 


“If, by the discovery of a new mine, by the 
abuses of banking, or by any other cause, the 
quantity of money be greatly increased, its 
ultimate effect isto raise the prices of commod- 
ities in proportion to the increased quantity 
of money; but there is probably always an 
interval during which some effect is produced 
on the rate of interest.’’ 
David Ricardo, Principles of Political 
Economy, Ch, XXI. 


“The rate of interest bears no necessary 
relation to the quantity or value of money in 
circulation. The permanent amount of the cir- 
culating medium, whether great or small, 
affects only prices; not the rate of interest. ... 
But though the greater or lesser quantity of 
money makes in itself no difference in the rate 
of interest, a change from a less quantity of 
money to a greater, or from a greater to a less, 
may and does make a difference in it.’’ 


J.-S. Mill, Princtples of Political Economy, 
(Ill, XXII, 4). 


1, Official Papers by Alfred Marshall, Published for the Royal 


Economic Society by MacMillan And Co, Ltd., 1926, p. 91. 


““My position is that the mean rate of discount 
is governed by the mean rate of interest for 
long loans; that again is determined by the 
extent and the richness of the field for invest- 
ment on the one hand, and on the other by the 
amount of capital seeking investment. ... But 
«+. What will be the result of a new disturb- 
ance, viz. the influx of a good deal of bullion 
into the City... it does increase the amount of 
command over capital which is in the hands of 
those whose business it is to lend to specula- 
tive enterprise. Having this extra supply, 
lenders lower still more the rate which they 
charge for loans, and they keep on lowering it 
till a point is reached at which the demand 
will carry off the larger supply. When this has 
been done, there is more capital in the hands 
of speculative investors, who come on the 
markets for goods as buyers, and so raise 
prices,”’ 


Minutes of Evidence, The Royal Commission 
on the Values of Gold and Silver (1887, 
1888), Reprinted in Official Papers by 
Alfred Marshall, p. 51. 


The nineteenth-century view of these matters 
was in the process of change at the turn of the 
century and considerable strides were made in the 
early decades of the twentieth century, notably by 
economists in the United Kingdom and Sweden. 
There was no sharp break with earlier thought, but 
once the quantity theory of money stopped being a 
broad generalization and was stated in precise 
terms, questions began to be raised about the 
validity of some of the assumptions and about the 
Process whereby changes in the quantity of money 
had effects on the system. Many hands partici- 
pated in the work. Marshall in England and Fisher 
in the United States laid the foundations by formal- 


izing the quantity theory, while Robertson, — 


Lavington, Hawtrey and Hicks in England, and 
Wicksell, Lindahl, Myrdal, Ohlin and Lundberg in 
Sweden made important contributions. The domi- 
nant figure in the whole development was, however, 
John Maynard Keynes whose Treatise on Money 
(1930) marked the end of one period of develop- 
ment, and whose General Theory of Employment, 
Interest and Money (1936) started a new period. 
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It is important, however, to emphasize the extent 
to which other economists contributed to the de- 
velopments which occurred. There are deficiencies 
in the Keynesian theory, and when these deficien- 
cies are recognized there is a temptation to return 
to something very close to the classical quantity 
theory of money. But this amounts to turning one’s 
back upon more than a half a century of develop- 
ment in monetary theory, much of which would 
have occurred if Keynes had never lived. 


Perhaps the central feature of the development 
which took place was a shift from attention to the 
quantity of money alone to the effect of changes 
in the quantity of money on interest rates and 
through interest rates on the economy as a whole. 
In short, attention turned to the process whereby 
changes in the quantity of money had their effect 
on the economy, and this brought to the fore the 
cost and availability of funds. By the end of the 
nineteen-twenties there was still little scep- 
ticism concerning the power of money to in- 
fluence economic activity and prices. in his 
Treatise on Money (1930) Keynes was prepared to 
impute much of the distress of the nineteen- 
twenties in Britain to inappropriately high rates of 
interest, and with the onset of what was to turn 
out to be the Great Depression made the following 
inaccurate forecast: ‘‘I am bold to predict, there- 
fore, that to the economic historians of the future 
the slump of 1930 may present itself as the death 
Struggle of the war-rates of interest and the re- 
emergence of the pre-war rates.’’? He called for 
expansionary measures and concluded: ‘‘Not until 
deliberate and vigorous action has been taken 
along such lines as these and has failed, need 
we, in the light of the argument of this Treatise, 
admit that the Banking system can not, on this 
occasion, control the rate of investment and, 
therefore, the level of prices.’”? 


During the years of economic disaster which 
came between the Treatise (1930) and the General 
Theory of Employment, Interest and Money (1936), 
Keynes developed a new way of looking at these 
issues, the influence of which still dominates 
much current thinking on the subject. The provi- 
Sion of a new perspective which altered the way 


2, J.M. Keynes, The Treatise on Money, p. 384. 


3, Ibid., p. 387. 
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in which a whole generation of economists and 
policy makers approached the question of how 
output was determined was perhaps his greatest 
contribution. For our present purposes, however, 
we are primarily interested in the way in which 
his views altered on the effect of changes in the 
quantity of money. On this issue there were three 
significant differences between the Keynesian 
approach and much earlier thought. First, Keynes 
took the view that money was held not only to 
provide a means of making transactions, but also 
to provide insurance against changes in the value 
of financial assets. Second, he expressed an 
empirical judgment that the rate of interest played 
no Significant part in determining the level of 
saving and, third, another empirical judgment, that 
changes in credit conditions of the kind likely to 
be possible were unlikely to have a sufficiently 
large effect on investment expenditure to provide 
full employment. 


The first of these propositions, the liquidity 
preference theory of the demand for money, leads 
to doubts about the ability of the monetary autho- 
tity to achieve significant short-run reductions in 
long-term rates of interest. The second proposi- 
tion, arising out of Keynes’ belief that consump- 
tion depended primarily on income, was implicit 
or explicit in much earlier thought, and reduces 
the impact of any change in rates of interest. The 
third proposition summed up in the sentence ‘“‘it 
seems likely that the fluctuations in the market 
estimation of the marginal efficiency of capital... 
will be too great to be offset by any practicable 
change in the rate of interest’? (General Theory, 
p. 164), suggests a further limitation on the effect 
of monetary policy. The acceptance of any one of 
these three propositions tends to reduce the antic- 
ipated impact on the economy of changes in 
monetary policy. The acceptance of all three can 
easily lead to the view that ‘‘money does not 
matter’’, 


The battle between the traditional view and 
the new approach went on during the late nineteen- 
thirties and nineteen-forties, Monetary theory 
tended to decline in importance and monetary 
policy came to be regarded as a relatively ineffec- 
tive instrument. During the post-war inflation, the 
central 
virtually 


banks of a number of countries were 
immobilized by decisions to maintain 


pegged bond markets. This was partly the conse- 
quence of forecasting errors, partly the result of 
debt management concerns, but also reflected the 
victory of the new ideas. 


This proved to be a passing phase, With infla- 
tion rather than deflation the issue of the day, the 
view developed that some flexibility should be 
restored to monetary policy. Partly as cause and 
partly as effect, there was a concurrent restora- 
tion of interest in monetary theory and many 
questions which had been thought to be either 
settled or uninteresting were re-opened. In partic- 
ular, the quantity theory of money which in one 
form or another had continued to be regarded as 
useful by a number of older economists, obtained 
a new lease of life through the work done by 
Professor Milton Friedman and others. 


The Modern Quantity Theory of Money 


The central question which needs to be asked 
here is whether modern quantity theorists hold 
that changes in the quantity of money have effects 
other than the effects taken into account in the 
Keynesian or expenditure approach to the problem. 
The economist using the expenditure approach will 
prefer to work in terms of liquidity preference, the 
propensity to consume and the marginal efficiency 
of capital, and the quantity theorist in terms of 
of money and velocity. If, however, both knew as 
much as they needed to know about the relation- 
ships they were using, would they in fact be follow- 
ing an essentially similar line of reasoning to 
reach a conclusion? 


At present, the answer is not clear. An econo- 
mist uSing the expenditure approach thinks of 
changes in the quantity of money as affecting 
credit conditions. If the central bank in a closed 
economy increases the cash reserves of the bank- 
ing system by purchasing assets or reducing 
reserve requirements, the banks will extend loans 
or buy financial assets from the public. In the 
process this will, other things equal, lower inter- 
est rates and increase the availability of credit. 
The easing of credit conditions will, in turn, 
encourage expenditure. In general, economists in 
this tradition tend to argue that the expenditure 
which will be affected is investment expenditure 
by either business or junior governments, and that 


it is not to be expected that consumer expenditures 
on goods and services other than housing will 
respond to any marked extent. This is clearly an 
empirical judgment and where, for example, sharp 
changes in the credit conditions facing consumers 
have led to significant reductions in their pur- 
chases of durable goods, it has been obvious that 
this generalization does not hold. 


The same line of argument can be re-stated in 
terms of portfolio balance. The fall in the yield 
on financial assets resulting from an expansionary 
monetary policy will make financial assets less 
attractive to hold and correspondingly encourage 
the assumption of new financial liabilities. This 
will lead to an increased demand for real assets 


and thus an increased flow of expenditure. The 
assertion that consumer decisions on the holding 
of real assets will not be significantly affected 
by a change in the yield on financial assets 
merely re-states the empirical judgment expressed 
in the previous paragraph. 


The nature of this empirical judgment can be 
brought out more sharply within a broader frame- 
work of reasoning. Over twenty years ago, Profes- 
sor Harold Somers * brought out clearly the four 
rates of return governing the decisions of individ- 
uals. During any finite period, he argued, an 
individual has at his disposal both his wealth and 
his income. The alternatives open to him are the 
holding of cash or securities, or expenditure on 
consumption or the purchase of productive assets. 
Securities provide rates of return which can be 
Summarized as the rate of return on a standard 
security. Cash yields a subjective and immeasur- 
able return but one which is nevertheless real and 
important. The rate of return on consumption 
indicates the extra satisfaction expected from 
consumption this year rather than next, while the 
rate of return on production can be thought of as 
the marginal efficiency of investment. 


An increase in the quantity of money brought 
about through the purchase of financial assets 
from the public will lead to a fall in the yield on 
financial assets and, through additions to the 
stock of money in the hands of individuals, toa 
fall in the subjective yield on money. With lower 


4, In ‘‘Monetary Theory and the Theory of Interest’’, Readings 
in the Theory of Income Distribution, American Economic 
Association. 
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yields on both money and financial assets, the 
individual will be encouraged to increase expendi- 
tures on both consumption and production. The 
extent of the adjustment will depend upon the 
extent of the fall in yields on money and financial 
assets and the responsiveness of consumption and 
production expenditure to changes in these yields. 
Many Keynesian economists have held that while 
expenditure on productive assets may well be 
responsive, this is not the case with consumption, 
particularly the consumption of non-durable goods 
and services, and that changes in the yield on 
financial assets may lead to no significant change 
in Consumption, 


The above review helps to set the stage for an 
analysis of the views of the modern quantity 
theorists. So far, the work of this group has been 
primarily directed toward establishing the rela- 
tionship between the quantity of money and other 
important economic variables, and only a begin- 
ning has been made in explaining the way in 
which changes in the quantity of money affect 
expenditure. The principal target of the quantity 
theorists to date has been the Keynesian conten- 
tion that changes in the quantity of money affect 
rates of interest, rates of interest affect invest- 
ment and investment affects income and consump- 
tion. Professor Friedman has described these 
effects as the ‘‘credit’’ effects of changes in the 
quantity of money and has gone on to argue that 
changes in the quantity of money also have ‘‘mon- 
etary’’ affects. It is not always clear what he 
means by ‘“‘monetary’’ effects. These are ‘‘the 
effects on the stock of money as opposed to the 
effects on recorded rates of interest and other 
conditions in the credit market’’, but when he 
searches for examples of factors which are missed 
by concentration on the ‘‘credit’’ effects, he cites 
rates of return on consumer goods. It would 
appear, therefore, that the ‘‘monetary’’ effects he 
is talking about are ‘‘credit’’ effects working 
directly on consumption. A change in the quantity 
of money resulting from a purchase of financial 
assets from the public leads to an imbalance in 
the portfolios of individuals. The yield on finan- 
cial assets has fallen and before individuals have 
fully adjusted their portfolios they have an excess 
stock of money. They adjust their portfolios by 
expenditure on a wide range of alternatives, 
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including financial assets and goods and Services, 
Friedman has summarised his present position as 
follows:§ 


‘‘The process so briefly sketched can all be 
described as operating through interest rates; 
interest rates on marketable securities; inter- 
est rates which connect, let us say, the price 
of a building with the rents received from the 
sale of its services; implicit interest rates 
which connect the stock of durable goods 
consumers own with the service of these dura- 
ble goods that they can purchase each year; 
and so on. But it is clear, first, that in order 
to describe the process as operating through 
interest rates, it is necessary to take into 
account a much broader range of interest rates 
than is usually done, and second, that the end 
result need not be a change in interest rates at 
all; it may be a change either in the general 
level of prices or in output. An increased 
amount of water may flow through a lake with- 
out raising its level more than momentarily.”’ 


There are several comments which can be 
made on this summary. First, no argument is being 
made that the effect of changes in the quantity of 
money on business firms is other than through 
changes in recorded market rates of interest and, 
one might add, availability of credit. Friedman 
has been anxious to show that the route from the 
quantity of money to consumption does not proceed 
through investment and has concentrated on 
consumer decision making. Second, it is not clear 
that the broader range of yields discussed in the 
quotation is any more relevant for Friedman’s 
analysis than for the expenditure approach. Knowl- 
edge of the yields on real assets and changes in 
these yields would be equally helpful for both. It 
would appear that nothing more is being said than 
that increases in the quantity of money lower the 
yield on financial assets and the subjective yield 
on money. Before any further steps are taken to 
adjust the portfolio, the yield on real assets will 
not have changed. The yield on a house of a 
particular quality, ie. the gross rent minus taxes, 
repairs, maintenance, etc. will remain the same, 
5. Milton. Friedman and David Meiselman, ‘‘The Relative 

Stability of Monetary Velocity and the Investment Multiplier,’’ 


published in Stabilization Policies, Commission on Money 
and Credit, p. 221. 


as will the yield on consumer durables in terms of 
the services they render. An automobile will 
provide as many miles of comfortable driving, a 
suit of clothes as many wearings and a washing 
machine as many washings per year as before, 


The yield on money and financial assets having 


fallen relative to the yield on alternative assets, 
the relevant question for both the quantity theorist 


and the expenditure theorist is the extent to which 
the demand for other assets is responsive to 
changes in the rate of return on financial assets, 
i.e. market rates of interest and the subjective 
yield on money. 

Finally, it is noteworthy that in the last sen- 
tence of Friedman’s summary there is an echo of 
the classical quantity theory. Short-run changes in 
interest rates occur when money is introduced 
into the system but this leads to higher expendi- 
ture and any interest rate effect may be temporary. 
In the classical system, the result is a rise in 
prices, in the modern version it leads to either a 
rise in prices or in output. 


The general conclusion to be drawn from this 
examination of the modern quantity theory of 
money is that the issue between this way of look- 
ing at the economy and that of the expenditure 
approach is not a theoretical one. The same 
variables find a place in both types of analysis. 
The central issue is the empirical one. What 
effect will a change in credit conditions resulting 
from a change in the quantity of money have on 
expenditures? 


The Whole Liquidity Position 


A second way of looking at monetary policy, 
which on the surface appears to differ from the 
approach focussing on the cost and availability of 
funds, is that which lays stress on the ‘‘whole 
liquidity position’’, This way of looking at mone- 
tary policy received a_ good deal of attention 
through its use by the Radcliffe Committee and 
was subsequently discussed further by the two 
academic economists on the Committee: Professor 
Sayers and Professor Cairncross. There has been 
a good deal of controversy over this concept and 
the comments which follow will be restricted to 
any differences which exist between the ‘‘quantity 


of money’’, the ‘‘whole liquidity position’’ and 
the “‘credit conditions’? approach to monetary 
policy. 


The focussing of attention on the “whole 
liquidity position’’ is perhaps most simply regarded 
as a reaction against the ‘‘quantity of money’’ 
approach. It is the quantity theory of money more 
than anything else which is the target of criticism 
by the Radcliffe Committee and in the later writ- 
ings of Sayers and Cairncross. The following 
excerpts from the Radcliffe Report indicate the 
nature of this criticism: 


‘“‘The volume of those assets of persons and 
corporations which are regarded as ‘money’, in 
the sense of immediately transferable purchas- 
ing power, is seen by those who hold views 
of this kind as a quantity which governs the 
demand for real goods and services, capable of 
instant use to finance expenditure and there- 
fore of constituting a very powerful pressure 
of demand. ... It is for this reason that some 
experts consider that the central task of the 
monetary authorities is to keep a tight control 
on the supply of money ... Our view is differ- 
ent. Though we do not regard the supply of 
money aS an unimportant quantity, we view it 
as only part of the wider structure of liquidity 
in the economy. It is the whole liquidity posi- 
tion that is relevant to spending decisions, 
and our interest in the supply of money is due 
to its significance in the whole liquidity 
picture.’’ (388 and 389), 


‘*The fact that spending is not limited by the 
amount of money in existence is sometimes 
argued by reference to the velocity of circula- 
tion of money... We have not made use of this 
concept because we cannot find any reason for 
SuppoSing, or any experience in monetary 
history indicating, that there is any limit to 
the velocity of circulation; it is a statistical 
concept that tells us nothing directly of the 
motivation that influences the level of total 
demand, An analysis of liquidity, on the other 
hand, directs attention to the behaviour and 
decisions that do directly influence the level 
of total demand.”’ (391). 
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‘In theory, monetary action may work upon 
total demand by changing the interest incen- 
tive; we believe that only very limited reliance 
can be placed on this. More certainly, mone- 
tary action works upon total demand by altering 
the liquidity position of financial institutions 
and of firms and people desiring to spend on 
real resources; the supply of money is not the 
critical factor. (397). 


In his later writings, Professor Sayers has 
frequently returned to the same point, 


“If monetary policy is to be used at all, we 
must make it operate on as broad a front as 
possible; action on the supply of bank money 
must be thought of as purely incidental to a 
positive, aggressive, and far-reaching interest 
rate policy.’’6 
The views expressed in the above comments 
are all directed to the United Kingdom economy. 
In his Wicksell Lectures, given after the publica- 
tion of the Radcliffe Report, Professor Caimcross 
laid stress on this point: 


‘‘Now there may be economies in which the 
monetary authorities can, by exerting leverage 
on the money supply, do all they want to do 
with comparative ease, or in which the state 
of liquidity is a simple function of the money 
supply. Whatever may be true of those econo- 
mies, the United Kingdom cannot be numbered 
among them.’’7 


There has been no lack of criticism by British 
economists of the applicability of these conclu- 
sions to the United Kingdom economy, but our 
concern here is with their applicability to the 
Canadian system. The general view expressed in 
the Submission of the Bank of Canada and re- 
flected in the Commission’s Report, is that the 
authorities can, by and large, accomplish most of 
what they want to accomplish by operations affect- 
ing the cash reserves of the banks and hence the 
supply of ‘‘money’’. It is equally clear, however, 
that the authorities have not ruled out the use of 
other methods. Debt management operations have 
6. R.S. Sayers, ‘‘Monetary Thought and Monetary Policy in 

England’’, The Banker, 1960, p. 683. 


TeALK. Cairncross, Monetary Policy in a Mixed Economy, 
Wicksell Lectures, Stockholm, 1960, page 13. 
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from time to time been used to affect the structure 
of credit conditions, while the change from a 
flexible to a fixed bank rate has made possible 
the use of this instrument as a means of influ- 
encing expectations. Nevertheless, while these 
other instruments can and have been used, and 
while the authorities have elected to make credit 
conditions rather than the money supply their 
instrumental objective, the Canadian experience 
does not suggest that the banking system and the 
money supply play as subordinate a role as the 
Radcliffe Committee suggested was the case in 
the United Kingdom. 


It is beyond the scope of this study to pursue 
the question of whether the United Kingdom expe- 
rience has in fact differed as sharply from that of 
Canada as these differing interpretations would 
suggest. Of direct concern here, however, is 
another question: namely, whether in the notion of 
the whole liquidity position effects are being 
taken into account which are not reflected in the 
cost and availability of credit. 

The Radcliffe Committee described the effects 
of monetary policy in the following terms: 

**.. we may say that the monetary authorities 
can theoretically influence the total level 
of demand in two ways. First, by bringing 
about a change in interest rates, the monetary 
authorities can induce a change in the in- 
centive to purchase capital goods ... and 
SO cause a change in actual spending on 
labour and other means of production of 
these goods.,. Secondly, the monetary au- 
thorities can bring about a change in the 
liquidity condition of financial institutions 
and of business firms and people generally, 
so that those wanting money to spend (wheth- 
er for capital development or other purposes) 
find it more (or less) difficult to get than it 
was before. We may call the first effect the 
interest incentive effect, and the second the 
general liquidity effect. The contrast how- 
ever is incomplete, for we shall argue that 
movements in the rate of interest have a 
central part to play in bringing about changes 
in liquidity.’’ (385) 


The interest incentive effect calls for little 
comment. It is the direct effect on real expendi- 
ture brought about by a change in interest rates. 


Broadly speaking, the kind of evidence sought 
by the Radcliffe Committee was similar to that 
found in this study. There is perhaps one dif- 
ference in concept. In discussing the interest 
incentive effect, the Radcliffe Committee made 
no mention of the effect on expenditure of a 
change in the yield of financial assets owned 
by non-financial corporations. Indeed, at one 
point the suggestion is explicitly made that firms 
which finance internally are unaffected by mone- 
tary policy. 


‘It is, moreover, only when firms do wish to 
raise money outside that they come within the 
reach of monetary policy. If they can raise 
all the funds they need out of their own 
profits, their decisions on capital expenditure 
will be governed not by Bank Rate or the 
state of the new issue market, but by the 
opportunities open to them and the return 
they expect from their money.’’ (317) 


But a corporation which is not a borrower 
may well be a lender, and if the yields on finan- 
cial assets rise, this might be expected to have 
some effect on corporate decisions to acquire 
real assets. In the course of the present study, we 
made an effort to assess the importance of this 
particular channel of influence of monetary policy 
and concluded that for changes in interest rates 
of the kind we have experienced, this influence 
was very small. To the extent, therefore, that 
there is a conceptual difference between the 
Radcliffe interest incentive effect and the cost 
of funds effect used in this study, the practical 
importance of the difference is fairly minor. 


It is more difficult to compare what is referred 
to in the Radcliffe Report as the ‘‘general liquid- 
ity effect’’, and what we describe as the effects 
resulting from changes in the availability of 
funds. In attempting to discover what differences, 
if any, exist between these two notions, we have 
found it easier to state what we mean by the avail- 
ability of funds and then see if any channels of 
influence referred to by the Radcliffe Committee 
are not included within the notion of availability. 


Those who adopt the credit conditions ap- 
proach to monetary and debt policies have a very 
simple view of the place of the availability of 


credit. If financial markets were characterized by 
freely flexible interest rates, then any change in 
credit conditions initiated or acquiesced in by the 
authorities would be immediately reflected in 
interest rates. If the move were in the direction 
of restraint, credit would always be available to 
all borrowers but only at higher rates than pre- 
vailed before. But rates do not move freely, 
partly because of legal restraints, partly because 
of political decisions and partly because of insti- 
tutional arrangements which preclude frequent 
adjustments of prices in the face of changing 
demand and supply. Thus the lending rates exist- 
ing in some markets are an imperfect indicator of 
credit conditions and additional knowledge is 
required on the ease or difficulty of access to 
funds in order to measure the change in credit 
conditions which has occurred. The more alter- 
native sources of funds there are, the more readily 
borrowers shift from one to another, and the closer 
competing sources are to each other in rates, then 
the smaller the role which availability can play 
even if the borrowing and lending rates of individ- 
ual sources of funds are sticky. If the borrowing 
and lending rates of individual sources of funds 
are fairly flexible and there is a variety of sources, 
then price rather than availability will tend to be 
a fairly accurate measure of credit conditions, 
and attempts to exercise restraint by limitations 
On one or more sources will tend to be reflected 
quickly in interest rates. 


In the case of Canada, imperfections in the 
financial system have been fairly important. Thus 
when most lending rates in the financial system 
have risen sharply, rates for some types of lend- 
ing have failed to rise or risen only moderately 
and as a result there have been some dramatic 
changes in the availability of funds for particular 
purposes or from particular institutions. The most 
Striking example of an effect of this kind has been 
lending under the National Housing Act. As 
interest rates in the rest of the system have risen, 
there have been occasions when the N.H.A. lending 
tate was left unchanged or raised only slightly, 
and the increases in other rates made this type of 
lending unattractive. Thus a dramatic decrease in 
one important kind of mortgage lending could be 
achieved as a result of an imperfection in the 
financial system. Similarly, if the general level 


THE EFFECTS OF MONETARY POLICY-II 317 


of interest rates had become sufficiently high 
with a 6% ceiling on bank lending rates, and if 
the banks had aimed simply at maximizing short- 
tun profits, then with short and medium term 
interest rates above 6% there would have been no 
incentive for the banks to sell securities in order 
to make loans at lower rates. A rise in interest 
rates could, through this channel, thus limit the 
availability of bank credit. These imperfections 
result from political decisions or legal restraints; 
but wherever there are lags in the adjustment of 
borrowing and lending rates to changes in demand 
and supply, the price of funds will not reflect 
adequately the state of the market for such funds 
and there will be differences in the ease or dif- 
ficulty with which one can borrow at a given 
interest rate. 


There is an additional type of imperfection 
which can influence the willingness of a financial 
or a non-financial corporation to dispose of a 
financial asset in order to purchase another 
financial asset or a real asset. This arises from 
the valuation procedures followed by many com- 
panies, including insurance companies, trust 
companies and chartered banks. If securities are 
not carried at market value, then their sale at a 
value below original cost or the figure at which 
they are carried on the books may have conse- 
quences for the balance sheet and income state- 
ment in a particular year, and this may lead to a 
reluctance to dispose of securities in order to 
undertake new lending. 


Most of the Radcliffe Committee’s discussion 
of the ‘‘general liquidity effect’’ parallels the 
above analysis of the concept of the availability 
of funds. This is particularly the case in the 
Committee’s opening remarks on the general 
liquidity effect. 


“While the cost of borrowing money can only 
affect total demand directly in the limited 
manner referred to ... the monetary author- 
ities may bring to bear another influence 
which can be altogether more peremptory. 
This is the availability of funds to borrowers 
through particular chdnnels. An _ interest 
charge will be one of a number of factors 
weighed in the balance when an investment 
decision is being made, and even a sharp 
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change inthis item may easily be obscured by 
other factors; but if the money for financing 
the project cannot be got on any tolerable 
terms at all, that is the end of the matter.’’ 


(387) 


Similar comments are made in succeeding para- 
graphs. 
‘‘We have been concerned throughout with the 
ease or difficulty encountered by spenders in 
their efforts to raise money for the purpose 
of spending on goods and services.’’ (389) 


Moreover, when the Committee, having dismissed 
wide fluctuations in interest rates as a suitable 
method of stabilizing the economy, cast around 
for techniques for dealing with an emergency 
situation, they recommended measures to affect 
the availability of funds. 


‘*...if there does appear at any time a grave 


threat of the situation getting seriously out 
of hand, we advocate a combination of meas- 
ures which can strike promptly and vigorously 
at the central points of the financial system; 
limitation of bank advances, of new capital 
issues, and of hire purchase credit.’’ (984) 


In discussing the effects of changes in inter- 
est rates on liquidity, the Committee placed a 
good deal of reliance on imperfections in the 
financial system. 


‘‘We have seen at a number of points ... 

that a movement of rates of interest, quite 

apart from any direct effect it may have on 

the demand for investment goods, may have 

appreciable effects on the behaviour of 
various financial institutions. Provided that 

it is not confined to the short end of the 

market, a movement in interest rates implies 

Significant changes in the capital values of 

many assets held by financial institutions. A 

rise in rates makés some less willing to lend 

because capital values have fallen and 

others because their own interest rate struc- 
ture is sticky.’’ (393) 


The above selection of quotations suggests a 
close similarity between the general liquidity 
effect and what we refer to as the effects result- 
ing from changes in the availability of funds. 
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The Radcliffe discussion of liquidity did, how- 
ever, mystify many of the readers of the Report 
and it may well be true that the notion of avail- 
ability does not catch all the nuances of their 
position. Insofar as reference is made to the 
behaviour of financial institutions and other 
lenders, availability probably covers the same 
ground. To the extent that an increase in interest 
rates exercises some inhibiting effect on lending 
by financial institutions and others, this will be 
reflected in a change in the availability of credit 
from these lenders. Since in this study corpora- 
tions have been asked to report on the way in 
which they have responded to changes in the 
availability of funds, as well as to changes in 
interest rates, any direct effect should have been 
taken into account. The effect on non-financial 
corporations of changes in the value of their own 
financial assets and the way in which this af- 
fected their own spending on goods and services 
was less adequately covered. In discussions of 
the effects of interest rates on corporate deci- 
sions, executives rarely referred to this channel 
of influence. This is not surprising. The port- 
folios of most non-financial corporations consist 
of short-term assets, the prices of which are 
affected to only a minor degree by changes in 
interest rates of the kind we have experienced. 
As far as direct effects on corporations are con- 
cerned, therefore, we would conclude that the 
channels of influence suggested by the liquidity 
approach are either covered by our approach or 
are of relatively minor importance. 


The Credit Conditions Approach to Monetary and 
Debt Policies 


When the questions which formed the basis of 
this study were first being discussed, they were 
not considered as part of any particular approach 
to monetary and debt policies but chosen simply 
because they posed, in the most straightforward 
way, the effects of these policies on corporations. 
The view was taken that periods of so-called 
“‘tight money’’ were characterized by increases 
in interest rates and restrictions on the avail- 
ability of credit, and that periods of ‘‘easy money’”’ 
by lower cost and more readily available funds. It 
was these changes which were supposed to have 


an impact on corporate decisions, and the simple 
way to approach this problem was to assess the 
extent to which corporations in fact responded to 
changes of this kind, 

It was later recognized that this way of looking 
at the effects of monetary and debt policies fitted 
directly into the ‘‘credit conditions’? approach put 
forward in the Submission of the Bank of Canada. 
The Bank’s Submission looked to changes in the 
cost, terms and availability of credit as an in- 
dicator of financial conditions rather than to the 
quantity of money or to the quantity of a more 
broadly defined group of financial assets. There 
was in the Submission, moreover, a recognition 
that the authorities must accept responsibility 
for the state of credit conditions since they have 
the power to mitigate or reinforce any change in 
credit conditions or alternatively can initiate a 
change in credit conditions through their own 
actions. It is these two elements —— first, the 
contention that it is the cost and availability 
of credit which is the appropriate instrumental 
objective of the authorities, and, second, the 
recognition that a change in credit conditions 
must have been initiated or acquiesced in by 
the authorities and therefore represents a change 
in policy —— which together constitute the credit 
conditions approach to monetary and debt policies. 


Since an important role is accorded changes in 
the supply of ‘‘money’’ as a means of affecting 
the cost and availability of credit, it may appear 
to be a matter of indifference which is regarded 
as the instrumental objective. As the Commis- 
sion’s Report makes clear, however, this is not 
the case. A strict adherence to the quantity of 
money approach may lead to considerable short- 
tun difficulties if financial markets are temporarily 
upset. If the authorities are unprepared to accept 
tesponsibility for the crucial role they play in 
determining the level and structure of interest 
rates, changes can come very quickly with harm- 
ful effects on the economy. Moreover, fixing 
attention on credit conditions rather than the 
quantity of money emphasizes the close con- 
nection between monetary policy and debt manage- 
ment and can lead to clearer thinking on the part 
which can be played by debt operations which do 
not affect the money supply as compared with 
debt operations which do affect this magnitude. 
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Critics of any new approach to a problem tend 
to fall into two groups. One argues that the ap- 
proach is wrong and the second suggests that it 
does not represent a new way of looking at the 
problem. There has been little discussion of the 
credit conditions approach but some critics have 
held that this way of looking at monetary and 
debt policies is too broad and imprecise. It can 
justly be argued that if one is working with a 
magnitude such as the quantity of money defined 
as including currency and bank deposits, it is 
possible to be more precise. But this precision 
may be more apparent than real if there is serious 
doubt about the appropriate position of the dividing 
line between deposits held in banks as opposed 
to deposits held in other financial institutions or 
the significance of the dividing line between 
deposits and other related kinds of financial 
assets. It is true that in assessing the state of 
credit conditions one needs not only a knowledge 
of borrowing and lending rates in the system but 
also a reasonably clear idea of the availability of 
credit through a variety of channels. There is no 
escaping the fact, however, that with market 
imperfections the phenomenon being studied is 
inherently complex. Moreover, if simplification is 
required, it is not difficult to obtain rough approx- 
imations of the changes in credit conditions which 
are occurring by concentrating on a few key 
interest rates andthe availability of credit through 
a few major channels. 


There is much to be said, on the other hand, for 
the position that the credit conditions approach is 
not a new way of looking at monetary and debt 
policies. Indeed, a strong case can be made that 
this approach emerges directly from the main- 
stream of monetary thought in the twentieth cen- 
tury. It is worth pointing out, however, that there 
is a good deal of evidence that the authorities in 
many countries have not taken this view of their 
responsibilities. In particular, it would appear that 
at various times in recent years the authorities in 
the United Kingdom, the United States and in 
Canada have either expressed views or carried out 
policies which suggest that their way of looking at 
monetary and debt policies was somewhat at odds 
with the credit conditions approach. 


The Radcliffe Committee found an unwilling- 
ness on the part of the authorities in the United 
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Kingdom to accept responsibility for the movement 

in long-term interest rates and to use these rates 

as weapons of stabilization policy. 
‘Tn acting on interest rates, the authorities 
have throughout concentrated on short rates, 
and action has been primarily on Bank Rate... 
There was reluctance to see any sharp rise 
in long rates on account of the implications 
for the cost of debt service; such rise in 
long rates as higher short rates did cause 
was at first regarded as a nuisance, not as a 
means of disinflation.’’ (428) 


It was recognized that this view was changing, but 
in their Report the Radcliffe Committee felt it 
necessary to stress that the authorities must 
consciously exercise a positive policy on both 
long and short-term interest rates. 


The position of the authorities in the United 
States is harder to judge. In the past, however, 
much of the writing and testimony of senior 
officials of the Federal Reserve System has been 
consistent with the following expression of views 
taken from the 1961 edition of The Federal 
Reserve System: Purposes and Functions. 


‘‘While the course of interest rates is neces- 
sarily influenced by reserve banking action, 
monetary policy decisions are themselves 
based primarily on judgment as to the flow 
of bank credit and money that is appropriate 
for the economy, and not on judgment as to 
some level and pattern of interest rates that 
is deemed to be appropriate. To the greatest 
extent possible, the setting of interest rates 
is left to the interplay of supply and demand 
forces expressed in the credit and security 
markets.’’ (p. 122) 


In the case of Canada, the events of October, 
1960, cited by the Commission in its discussion 
of the differences between an approach which 


concentrates on prices as opposed to an approach 
which concentrates on quantities, provides some 
indication that the authorities in Canada have 
not always subscribed to the credit conditions 
approach to monetary and debt policies. It will 
be recalled that during this period interest rates 
were allowed to rise sharply on the eve of the 
worst winter of unemployment in a generation. 


There is thus no lack of evidence that even in 
the principal English speaking countries, where 
it might be expected that the credit conditions 
approach would have had a natural home, this 
has not always been the way in which the author- 
ities have viewed their responsibilities. 


Conclusion 


We have now briefly reviewed three different 
methods of approach to monetary policy. No 
attempt has been made to be comprehensive in 
the discussion of any of these approaches, and 
those who seek a definitive treatment must look 
elsewhere. Our purpose was a narrower one. This 
Study was not explicitly based on the credit 
conditions approach to monetary and debt policies, 
but in the event the kind of questions asked and 
the evidence gathered fell naturally into this frame 
of reference. It is a matter of some moment, there- 
fore, to know whether other ways of looking at 
monetary and debt policies take into account 
effects which go unrecognized in the credit 
conditions approach. In general, it would appear 
that the credit conditions approach does take 
into account the effects emphasized in the other 
approaches, although there is a difference in 
emphasis. Indeed, this difference in emphasis is 
perhaps the central issue dividing these various 
ways of looking at monetary and debt policies and 
that issue can only be settled by empirical 
research. 


CHAPTER Ill 


SOME PREVIOUS RESEARCH ON 
THE EFFECTS OF MONETARY POLICY 


It has been suggested above that at present 
the central issues in the field of monetary policy 
are empirical rather than theoretical. This chapter 
provides a review of some of the survey research 
carried out in the United Kingdom and the United 
States over the last twenty-five years. The re- 
Search reviewed includes, for the United Kingdom, 
the pro-war Oxford studies, the Radcliffe Commit- 
tee evidence, and a study by the Oxford Institute 
of Statistics; and for the United States, a paper 
by Professor J.F. Ebersole and a survey carried 
out by Professor Robert Eisner. 


The Pre-War Oxford Studies 


The first and perhaps best known enquiry into 
the responsiveness of firms to changes in credit 
conditions was the Oxford study of 1937, reported 
in the Oxford Economic Papers in 1938. Meetings 
were held at Oxford between members of the 
Oxford Economists Research Group and a total of 
thirty-seven businessmen representing a wide 
range of manufacturers producing both capital and 
consumer goods, as well as merchants and finan- 
cial institutions. In addition, an accountant and 
two American professors were consulted. Prior to 
each meeting, a questionnaire was sent out to 
indicate generally the type of question to be 
asked. These questions and supplementary sub- 
jects were as follows: 


1) Is the rate at which you can borrow from the 
bank an important consideration to you? 
Has an alteration in the bank rate ever had 
a material direct influence in inducing you 
to expand or to contract your activities? 


2) Have you ever increased your stocks of raw 
materials on account of a fall in the bank 
rate? 


3) Is the long-term rate of interest an impor- 
tant factor in regard to policies of capital 
extension? 


4) Do you ever postpone, or speed up, exten- 
Sions or renewals of plant because you 
expect the costs of building or the price of 
machinery to rise or fall? 


5) Does it ever happen that the existence of 
large undistributed profits induces busi- 
nessmen to embark on capital extensions 
which they would not have undertaken 
otherwise? Conversely, does the desire to 
maintain dividends out of reserves during a 
depression, or to maintain a liquid position, 
sometimes act as an influence leading to 
the postponement of plant renewal or desir- 
able capital extensions? 


These questions were supplemented in discus- 
Sion by many others and the following matters 
were also considered: 


1) The effect of short-term interest rates and 
the banks’ lending policy on investments in 
fixed plant or stock. 


2) The effect of long-term interest rates on 
investment in fixed plant. 


3) The effects of expected price changes on 
investment in stocks. 


4) The effects of the state of demand for the 
product on investment in fixed plant. 
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5) The effects of abundance or scarcity of 


liquid resources on investment in fixed 


plant. 


The results were summarized as follows: 


1. ‘‘There is almost universal agreement that 
short-term rates of interest do not directly affect 
investment either in stocks or in fixed capital. 
The reason usually given for this is either that 
the business does not borrow from the bank or 
else that the effect of changes in the rate is too 
smal] in comparison with the profit margin to make 
any difference.’’! 


2. ‘‘The majority (of those interviewed) deny that 
the long-term rate of interest affects investment 
directly...’?? 


3, “‘A considerable number of businesses seem 
to relate their purchases of raw materials to 
expected changes in their price or to expected 
difficulties in obtaining delivery. Although this is 
not a universal practice, and is denied by some 
entrepreneurs, we may at least conclude that it is 
of considerable importance.” 


4, The firms interviewed expressed a wide diver- 
gence of opinion and pratices concerning the role 
of anticipated changes in capital construction 


1 Three exceptions to the practically unanimous agreement 
that short-term interest rates do not directly affect invest- 
ment should be noted. First, one responder in the consump- 
tion goods industry said changes in bank rate might influence 
the decision to purchase machinery, while another indicated 
that a rise in bank rate might restrict inventories but a fall 
would not lead to an increase in inventories, Second, some 
merchants thought speculators buying in anticipation of 
small price changes might be induced to increase purchases, 
‘*...several businessmen took the view that the psycholog- 
ical effects of a change in bank rate are important, arguing 
that there is a tendency to regard such changes as analo- 
gous to a weather report, and as indications of the probable 
trend of trade, Merchants tended to stress this influence, 
Some witnesses, moreover, asserted that the willingness of 
the banks to lend, as distinct from the rate charged, was an 
important consideration, and that this was liable to vary.’? 
(Oxford Economic Papers, No. 1, Oct. 1938, p. 29 ‘‘Replies 
to Questions on Effects of Interest Rates’’ by J.E. Meade 
and P.W.S. Andrews.) 

2 There were some exceptions. A consumption goods manue- 
facturer suggested it might affect the installation of labour 
saving devices; another consumption goods manufacturer 
and a textile firm indicated that it would enter the cal- 
culation of new investment; firms engaged in textiles, trans- 
port, retail trade and finance, all suggested that long rates 
were important but the how and why of this were not clearly 
demonstrated. ‘‘The majority who deny its importance give 
as their reasons either that they do not need to borrow for 
extensions or that it is too small an element in comparison 
with depreciation, obsolescence, or the uncertainty of the 
market for the product.’’ (p. 29) 


costs and the impact in turn on investment. The 
interviewers concluded that this was an important 
factor in studying ‘‘industrial investment as a 
whole’’, 


5. The impact on investment of the absence or 
presence of liquid resources was a very mixed 
picture. On the whole the interviewers concluded 
that this was a consideration of importance, 


The results which indicated that the decisions 
of businessmen were only affected to a very limi- 
ted extent by changes in credit conditions attrac- 
ted a good deal of attention. It was rightly felt 
that several able economists were unlikely to 
bring away an erroneous impression. If these 
results were questionable it could only be be- 
cause the method itself was an inappropriate one 
or the businessmen being questioned were atypical 
because of the economic conditions of the time or 
the nature of the firms from which they came, In 
fact, the sample was a biased one. As Henderson? 
pointed out ‘‘the sample may be said to be biased 
in one important respect. The majority of busi- 
hessmen we have consulted represent prosperous 
firms in a strong financial position’’. Further, the 
fact that the interviews were carried out during a 
long period of credit ease probably tended to bias 
the results in the direction of unresponsiveness 
to credit conditions. Moreover, the sample omitted 
important sectors of the economy. One of the 
participants in this study, Professor J.E, Meade, 
commenting eleven years later wrote’: ‘‘What 
seems to have been overlooked is the extent to 
which our interviews were confined to risky 
manufacturing or commercial business, where one 
would expect the rate of interest to have the least 
effect because the ‘‘risk premium’’ is everything. 
Things may be very different in, e.g., housing, 
tailway electrification, etc. etc. and these may 
account for a very large part of total investment. 
Nor, reading through the answers again, does it 
appear to me to be reasonable to conclude that 
the direct and indirect (e.g. liquidity) effects of a 
change in the rate of interest are negligible even 
in the field which we did cover.’’ 


3 H.D. Henderson (later Sir Hubert), ‘‘The Significance of the 
Rate of Interest’’, Oxford Economic Papers, No. 1, Oct. 
1938, pPpe 8-9, 

4 Oxford Studies in the Price Mechanism, Edited by T. Wilson 
and P.W.S. Andrews, p. 4. 


On the basis of the interest shown in this 
pioneer study, P.W.S. Andrews (who participated 
in the earlier project) undertook a questionnaire 
Survey in February 1939 of some 1,308 businesses 
chosen mainly at random but with some Special 
Supplements from a few industries not included in 
the larger population. 


The mail questionnaire which is reproduced 
below was relatively easy to answer. 


Have any of the following: 


a) Bank Rate 

b) Rate of Discount on Bills 

c) The level of interest charges on bank over- 
drafts 

d) The facility with which bank overdrafts can 
be obtained 

e) Yield on Government securities 

f) The facility with which you can raise new 
capital from the public 


ever affected: 


i) Your decision to make, or to defer making, 
expenditure on plant extensions? 


ii) Your decision to make, or to defer making, 
expenditures on maintenance and repairs? 


iii) The size of your holdings of stocks? 


On the basis of usable replies from 309 firms, 
Andrews concluded ‘‘that 70-75% have not been 
affected by the factors mentioned, and 25-29% 
have been affected by the rates of interest and 
facilities for borrowing mentioned in the question- 
naire”, On the face of it this would appear to 
indicate a rather higher degree of responsiveness 
to monetary policy than revealed in the interview 
Study. Andrews’ nonetheless was of the view that 
the enquiry broadly confirmed the conclusions 
reached earlier but pointed out the absence of 
“detailed probing and testing of the answers 
Supplied’, Professor Sayers who also reviewed 
the individual replies pointed out that he had 
been able to find* ‘‘only about twenty clearly 
convincing cases of positive answers to our ques- 
tions’, He added that ‘‘thirty other cases seem to 
me worth considering as ‘possibles’ ’’, Later 


5 P.W.S. Andrews, ‘‘A Further Inquiry into the Effects of 
Rates of Interest’’?, Oxford Economic Papers, No. 3, 
February 1940, pp. 33—73. 

6 R.S. Sayers, ‘‘Business Men and the Terms of Borrowing’’, 
Oxford Economic Papers, No.3, February 1940, pp. 24—25. 
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investigators have developed the same scepticism 
about the degree of weight to be accorded replies 
to complex questions of motivation appearing ina 
mail questionnaire, 


The Radcliffe Committee Evidence 


The Radcliffe Committee did not conduct any 
Specific enquiry into the impact of changes in 
credit conditions. Rather it relied on surveys 
conducted by the Association of British Chambers 
of Commerce (ABCC) and the Federation of 
British Industries (FBI) plus the views of a 
number of associations and some leading British 
businessmen. 


The ABCC undertook two mail Surveys. The 
first survey, conducted in October 1957 by the 
Birmingham Chamber of Commerce, polled 3400 
members of the local Chamber on the impact of 
monetary policy in the period 1955 to mid-1957, 
This survey yielded 610 usable replies. Several 
questions were asked on turnover, bank overdrafts 
and alternative sources of short term advances. 
The question of primary interest here, however, is 
the one which asked whether the firm had post- 
poned expenditure on plant and equipment and, if so, 
whether this was due to an increase in interest 
tates on borrowed capital or other causes. Just 
over 30% of those who responded indicated that 
they had cancelled or postponed plans and around 
a third of these or just under 12% of all firms 
responding, attributed the postponement or cancel- 
lation in whole or in part to increases in interest 
rates on borrowed capital. Restrictions on hire 
purchase or mortgage facilities were cited by over 
7% of the firms (over 14% of firms with registered 
capital under £10,000) and restrictions on lending 
through the Capital Issues Committee by just over 
4%, 

The results of the Birmingham Survey can be 
compared with those of the Federation of British 
Industries’ survey which covered the same period. 
The FBI sent questionnaires to 7,000 of its 
members. Allowing for subsidiary companies they 
estimated a maximum response of around 5,000, 
and received replies from 1,595. The Federation 
officers were reluctant to draw any strict statisti- 
cal conclusion because the companies answering 
‘‘were not necessarily a representative sample of 
industry, nor was it possible to devise a system 


324 ROYAL COMMISSION ON BANKING AND FINANCE 


for weighting the results according to some measure 
of the relative importance among the companies”’. 
(Memoranda of Evidence, Vol. II, p. 114.) One 
particular statistic did receive a good deal of 
attention. In response to the question ‘‘Was the 
rise in Bank Rate from 3% to 444% during January 
and February 1955 a major factor in taking your 
business decisions?’’ 179 firms or just under 12% 
answered ‘‘yes’’ and 1347 or 88% answered ‘‘no’’, 
Just over 16% of the firms responding indicated 
that the difficulty of raising extra money outside 
the firm (including both the cost of borrowing and 
the administrative difficulties involved) had 
caused them to decide to postpone fixed invest- 
ment in the period covering the two financial 
years ending in 1957, 


The FBI survey result that just over 16% of 
responding firms postponed capital expenditure 
because of borrowing costs is not inconsistent with 
the results of the Birmingham survey. Although 
just under 12% of all firms responding to the 
Birmingham survey attributed postponement or 
cancellation to interest rates it will be recalled 
that a further 7% cited restrictions on hire pur- 
chase or mortgage facilities. To a limited extent, 
therefore, the two surveys provide some support 
for each other. 


It is very difficult to compare these results 
with the results of the second ABCC survey car- 
ried out in March 1958 on the effect of the credit 
Squeeze between September 1957 and March 1958. 
The ABCC sent out 16,000 questionnaires and re- 
ceived 3,404 usable returns from 68 towns in Great 
Britain. These replies were analyzed for the 
ABCC by the National Bureau of Economic and 
Social Research, In addition to a number of other 
questions, the firms were asked whether since 
September 1957 they had experienced (i) areduction 
(other than seasonal) in turnover, (ii) a reduction 
(other than seasonal) in stocks and/or work in 
progress, (iii) reduced or (iv) postponed fixed in- 
vestment projects. Of the responding firms 53% 
reported a reduction in turnover, 37% a reduction 
in stocks, 24% a reduction in fixed investment 
projects and 32% a postponement of fixed invest- 
ment projects. If the next question had been dif- 
ferently worded it would be possible to estimate 
the percentage of responding firms which attributed 
a reduction or postponement of fixed investment to 


the credit squeeze and this could be compared with 
the results of the other two surveys. Unfortunately, 
the next question listed a number of alternative 
considerations affecting decisions and applied 
them to the answers to all of the parts of the 
previous question. Thus, while we know that 21% 
of all responding firms felt that credit conditions 
in some form or another affected their decisions, 
the decisions referred to include the reduction of 
turnover and stocks, as well as the reduction or 
postponement of fixed investment projects. 


In additionto the above surveys, the Radcliffe 
Committee obtained some direct evidence in the 
course of their hearings. Of particular interest 
were the answers given by the directors of large 
industrial companies on the effect of monetary 
policy on their decisions. The following are some 
extracts from the evidence bearing on the subject 
of sensitivity to changes in monetary conditions. 
The question numbers are indicated in brackets. 


Lord Knollys, Chairman of Vickers Ltd., in 
response to a question about whether his company 
reviewed a specific project when interest rates 
rose, replied: ‘‘We did not review whether we 
Should go ahead with that particular programme at 
all, because it was fundamentally right. Whatever 
the rate of interest — well, nearly whatever — it 
would not have affected us. It was a 15, 20, 25- 
year programme, and over the years the rates of 
interest would presumably roughly even themsel- 
ves out. This applies to all our programmes. We 
just looked at the issue at the last minute to see 
whether the amount to be raised should be the 
amount we originally thought of or a little less”’ 
(11308). Lord Harcourt, in summing up Vickers’ 
position, concluded’’...the rate of interest will 
influence the timing of the raising of the capital 
but will not influence your planning’’. Vickers’ 
Chairman agreed (11323). 

Sir Patrick Hennessy, Chairman of the Ford 
Motor Co. Ltd., agreed that monetary circumstan- 
ces have no immediate direct effect on investment 
(11358) but that if demand is affected it might 
have, over the short run, timing implications. The 
following exchange between Professor Sayers and 
Sir Patrick underlines this point. Professor 
Sayers: “If there was an announcement of a major 
switch in monetary policy in this country (exclud- 
ing hire purchase terms) would that cause you to 


alter your plans at all, thinking of this possible 
change in the monetary policy as of the order of 
those you have seen in the last five years??? —- 
“No. After all, they are temporary, are they not?”’ 
---“‘They have never been announced as tempo- 
rary.’ --- ‘That is how they have worked out, 
Unless we are going to see the country in trouble 
forever one assumes that these monetary policies 
are not permanent... How can we therefore change 
a long-term plan for them?’’ (11380-11381). This 
Suggestion of the temporary nature of existing 
monetary policy was mentioned by several witnes- 


ses. 
Shell Oil use a rate of interest in calculating 


which projects to undertake. This rate is varied 
more or less in response to changes in monetary 
conditions. Professor Cairncross asked: “‘If rates 
of interest were doubled, would not that affect the 
decisions, and lead to some projects being rejec- 
ted that previously had been accepted??? Lord 
Godber (Chairman, Shell): ‘‘I should say not. I 
Should say the proportion of interest in the cost 
of most of these projects is comparatively small.’’ 
Mr. Stephens (a Director of Shell): ‘‘It is purely an 
internal calculation we make which does not have 
very much, if any, bearing on the decision...” 
(11543), 


Several witnesses referred to and dismissed 
the availability problem. They had not experi- 
enced a situation where they were unable to 
proceed with projects because of a shortage of funds. 


The witnesses also tended to confirm that 
trade credit was sensitive to changes in monetary 
policy. With these large firms, this usually took 
the form of the extension of accounts receivable 
for smaller businesses. One particular factor 
mentioned by most of those testifying was the 
expectation of continued inflation which greatly 
teduced the significance of changes in interest 
rates at least of the magnitudes experienced 
during the 1950s. 


Summarizing the conclusions they derived from 
the direct evidence and the survey results, the 
Radcliffe Committee wrote as follows: ‘‘...when 
we confined our questions strictly to the direct 
effect of interest rate changes in making business 
men alter their decisions to buy or sell goods and 
services, we were met by general scepticism.”’ 
(Report, para, 451), 
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The above paragraph in the Report is followed 
by a discussion of the exceptions to these general- 
izations and includes evidence from some trade 
associations that their members took changes in 
interest rates into their planning, evidence from 
Some bankers on the apparent responsiveness of 
some of their customers and some examples of 
reduced expenditure by local authorities in re- 
Sponse to increases in interest rates, 


On the evidence from the surveys they conclu- 
ded: “‘The results of these questionnaires add up 
to substantial evidence that a proportion, big 
enough to be relevant to policy, of business firms 
were vaguely discomforted by the changes in 
monetary conditions in 1955-57, and especially in 
September 1957; but we have not found sufficient 
evidence to justify a conclusion that in the condi- 
tions of the 1950s the rise in interest rates would 
by itself have directly provoked a worthwhile 
curtailment of demand. Nor did we hear any evi- 
dence that the reductions in interest rates in 
1953-54 directly stimulated any appreciable 
increase in demand, although, analogously to 
moves in the opposite direction, they may have 
had some part in encouraging firms to think in 
terms of expansion.’’ (Report, para. 453). 


Oxford Institute of Statistics 


The Oxford Institute of Statistics conducted an 
interview survey’ of 876 small and medium-sized 
firms between April and June 1956. The results 
were reported in the Economic Journal of Septem- 
ber 1957 by H.F. Lydall. Since the questions 
asked in this survey were rather different than 
those asked in the Birmingham and FBI question- 
naires it is difficult to compare the results 
directly. The firms in this group were asked the 
following four questions directly bearing on the 
responsiveness of expenditures on plant, equip- 
ment and inventories to changes in credit condi- 
tions: 


1) Has the credit squeeze of the past twelve 
months caused you to order less capital 
equipment than you had originally intended? 


7 The original list contained 1765 addresses; 223 were 
eliminated because they could not be located or were 
branches, subsidiaries, etc., 1542 were asked for an inter- 
view, 955 provided answers, 79 were excluded for various 
reasons and thus the final sample contained 876 firms. 
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2) Has it caused you to reduce your stock of 
purchased materials or parts? 


3) Is that mainly because the credit squeeze 
has made it more difficult for you to raise 
finance or because you are worried about 
its effects on your customers? 


4) Is that mainly because of the higher cost 
due to the increased interest rate or be- 
cause of the difficulty in raising loans? 


In answer to question (1) 23% of this group of 
small and medium-sized business firms had re- 
vised their fixed capital plans and 26% had cut their 
stocks of materials and parts. It wasreported that 
‘About half of the firms in each of these groups 
(113 firms in all) had reacted to the Credit. 
Squeeze in both ways, while 84 firms which had 
reacted by ordering less equipment had not cut 
their stocks and 107 firms which had cut their 
stocks had not revised their orders for equipment.”’ 
Thus 304 firms, or 35% of the total in the sample 
had reacted in one way or the other to the credit 
squeeze. 


On the face of it, this would appear to indicate 
a higher degree of responsiveness than shown by 
either the Birmingham or the FBI survey which 
involved the same period. To some extent this is 
to be explained by the broad construction placed 
on the phrase ‘‘credit squeeze’’, Of the 304 firms 
which had responded by reducing fixed investment 
or inventories, 141 said their main reason for 
cutting was that they were worried about the 
effect of the credit squeeze on their customers. 
Only 131 attributed their reaction mainly to the 
difficulty of raising finance. In short, only about 
15% of the firms responding attributed the reduc- 
tion in fixed investment or inventories to the 
direct effect of the credit squeeze on themselves. 
This is roughly the same order of magnitude as 
the two earlier surveys. 


The Ebersole Study of the Harvard Business 


School Cases 


A report® of a study of the influence of interest 
rates on entrepreneurial decisions based upon the 
cases in the files of the Harvard Graduate School 
8 See J.F. Ebersole, ‘‘The Influence of Interest Rates upon 


Entrepreneurial Decisions in Business — A Case Study’’, 
Harvard Business Review, Autumn Number, 1938, pp. 35—39, 


of Business Administration was made to the 
American Economic Association in December 
1937 by J.F. Ebersole. The cases had been col- 
lected by trained investigators over a period of 
around twenty years and at that time exceeded 
13,000, The cases were filed under topic headings 
and two samples were chosen which included 
topics covering decisions which might be related 
to interest rates. 


In the first group of 16 topics some 93 out of 
591 cases were found which involved entrepreneu- 
rial decisions of business of a type in which 
interest rates might have been a factor. In 63 of 
these cases the interest rate or cost of capital 
was not mentioned. Of the 30 cases in which the 
interest rate was mentioned, there were 20 in 
which it was not a factor contributing to the 
decision. In the 10 remaining cases the interest 
rate was recognized as a factor but, as Ebersole 
pointed out: ‘‘Of the 10 cases in which the inter- 
est rate was a factor, not one case was found in 
which it was either the sole or the decisive 
factor!’’, A second group of topics yielded 1,637 
cases and a sample of 166 was selected from this 
group. Ebersole reported that ‘‘In none of the 166 
was the interest rate mentioned’’, 


On the basis of this evidence and a study of 
the attention given to the subject in the teaching 
of the Harvard Business School, Ebersole sugges- 
ted that there was a strong presumption favouring 
the following thesis: 


‘‘The interest rate is not viewed as an impor- 
tant problem by business management; the 
interest rate is seldom considered as a factor 
in the entrepreneurial decisions of business to 
expand or contract, and is a controlling factor 
in a negligible number of instances’’. 


The Eisner Survey 


The interview study carried out by Robert 
Eisner in 1951-52 and 1954-55 is one of the most 
interesting of the American surveys which touch 
upon the effects of credit conditions on capital 
investment. The Eisner study represented one 
phase of a large research project on ‘‘Expecta- 
tions and Business Fluctuations’’ and Eisner’s 
major purpose was to gain information on the 
determinants of capital expenditure. The coverage 


was small, the survey being restricted to 14 
manufacturing corporations in the Midwest and 
Eastern United States. The treatment, however, 
was highly intensive and Eisner’s report? is a 


very full one. 


Questions were asked on the sensitivity of the 
firms to changes in credit conditions and the 
results were as follows: 


‘‘The interviews suggested that the Supply of 
money capital was not a crucial determinant of 
capital expenditures.’’ (27) 


“Questions directed at the role of the ‘‘interest 
rate’? received almost uniformly negative response. 
However, by the ‘‘interest rate’’ the business 
respondent hardly conceives of the symbol of a 
whole structure of capital costs to which the 
theoretical economist has given so much attention. 
Our interviews suggest the need for fewer stereo- 
typed questions in this area and more careful 
probing along lines of capital coat relevant to the 
firm’’. (27-28) 


After expressing caution about the tentative 
nature of the results Eisner concluded: 


“‘,..perhaps the one definite conclusion that this 


writer may allow himself is the essentially negative 
One that the interview technique cannot by its 
nature, in an area of this kind, be definitive. It can 
Suggest ideas and theories, offer new insights into 
relationships uncertainly grasped. But explanation 
and prediction of economic variables must finally 
receive confirmation in the operation of these 
variables themselves, and not in the subjective 
explanations of those who presume to control 
them’’, (37) 


Conclusion 


It would be easy to write a highly critical 
analysis of the research summarized above merely 
by collecting in one place to critical comments of 
the authors themselves. There would probably be 
general agreement that the mail surveys have 
purchased wide coverage at the expense of accu- 
racy and depth, and that the interview studies 


9 Robert Eisner, Determinants of Capital Expenditures — An 
Interview Study, University of Illinois Bulletin, 1956. 
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have achieved accuracy and depth at the expense 
of coverage. One exception is the Oxford Institude 
Study which through the use of a team of inter- 
viewers obtained a fairly high response rate for a 
limited set of questions. 


It is unfortunate that the pre-war Oxford inter- 
view study and the Eisner survey were so limited 
in scope and took place during a period when 
monetary policy moved within a very narrow range. 
With a wider group of firms in a different period, 
they would probably have reached somewhat more 
qualified conclusions. 

It is also unfortunate that the Oxford mail 
Survey and the three mail surveys submitted to the 
Radcliffe Committee were not supplemented by 
follow-up interviews. This has led to Speculation 
about the characteristics of firms which failed to 
respond and doubts about the interpretation of 
particular questions by respondents. 


In view of the uncomfortable nature of some of 
the results and the limitations of this research, it 
is not surprising that there has been a stream of 
critical comment. Some critics have emphasized 
the inadequacies of the existing surveys and 
pointed out that reliable results were not to be 
expected. The most effective way in which these 
critics could have disposed of the results of 
previous survey research would have been by 
Carrying out an interview study of wide coverage 
and considerable depth which revealed that corpo- 
rate decisions were highly responsive to changes 
in credit conditions. To date no such survey has 
appeared. 


Other critics have concentrated their fire on 
the method itself. They have asked whether this 
technique can, in the nature of things, provide 
reliable knowledge about the effectiveness of 
monetary policy. This broader question will be 
discussed after a description has been given of 
the techniques used and the results obtained by 
those carrying out the Commission survey. 
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THE PRESENT SURVEY 


In designing and carrying out the present survey 
we have profited from the experience of our prede- 
cessors. It was clear from the outset that the most 
carefully designed mail survey was open to 
serious limitations. There are obvious difficulties 
in obtaining accurate answers to complex ques- 
tions of motivation by means of a mail enquiry and 
limits to the amount of information one can expect 
to obtain using this technique. This led us to 
begin by placing the main emphasis on interviews. 


The Initial Interviewing Programme 


The immediate question which arose was 
which firms should be interviewed. Since we were 
attempting to discover the quantitative impact of 
monetary and debt policies, and since there are 
several corporations in this country which individ- 
ually have annual capital expenditures which are 
greater than the combined capital expenditures of 
the 40,000 odd companies listed in Taxation 
Statistics with assets under $100,000, it was 
evident that a stratified sample was required. It 
was therefore decided at the outset that an 
attempt should be made to interview all of the 
non-financial corporations in the country with 
assets over $90 million and a stratified sample of 
smaller firms, 


Of the 83 firms with assets more than $90 
million as of December 31, 1961, 79 were inter- 
viewed personally, two mining corporations with 
offices some distance from major centre were 
questioned extensively through correspondence, 
and there were only two firms with whom inter- 
views could not be arranged. In the case of almost 
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all of the firms interviewed, the co-operation went 
much further than the granting of an interview. 
The great interest shown and the assistance 
given by corporate officers did much to enhance 
the value of the study. 


In view of the size of the task of questioning 
these firms and others which were to be selected, 
there was much to be said for the use of a team of 
professional interviewers. This alternative was 
not adopted and instead the interviewing was done 
by economists. This had certain advantages. Most 
economists begin with a natural bias in favour of 
the price system and when they encounter, as they 
commonly do, a lack of sensitivity to the cost and 
availability of credit on the part of businessmen, 
they are inclined to press rather hard in an effort 
to detect any responsiveness which exists. This 
provides no guarantee that they will bring to light 
all the responsiveness which is present. When 
a group of two or three economists interview a 
group of two or three corporate officials fora 
whole morning or afternoon and emerge from the 
interview with the conclusion that the corpora- 
tion’s decisions on the purchase of plant, equip- 
ment and inventories have not been significantly 
affected in the recent past by the cost and availa- 
bility of credit, this does not necessarily mean 
that there has been a total lack of responsive- 
ness. The executives may not be fully informed or 
may not be able to remember or to disentangle the 
major factors which played a part in their deci- 
sions. Moreover, the economists may have failed 
to ask all the appropriate subsidiary questions 
arising out of the answers to some of the key 
questions. If, however, the executives concerned 
are well informed and if the economists carrying 
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out the interview are alert to seize any opening 
which indicates a possible avenue of influence for 
the cost and availability of credit, then the 
likelihood of an erroneous impression is rather 
less than might be the case with professional 
interviewers working from an entirely pre-deter- 
mined set of elementary questions. 


One of the limitations of some of the earlier 
surveys was the lack of quantitative information 
on the extent and timing of the response to mone- 
tary policy. It is possible to gain a general 
impression of the degree of responsiveness of the 
sector by the simple expedient of 
”? answers to questions 


corporate 
counting ‘‘yes’’ and ‘‘no 
but, as those responsible for earlier surveys have 
pointed out, there are problems in aggregating the 
results. In the present survey any firm which 
indicated responsiveness to changes in the cost 
and availability of credit was asked to identify 
the particular projects which had been affected, 
or, if the capital expenditure could not be readily 
identified, executives were asked to estimate as 
accurately as possible the amounts involved. 
Firms were also asked to identify as accurately 
as possible the date on which decisions were 
made to reduce or increase expenditure on plant, 
equipment or inventories in response to changes 
in credit conditions. They were also asked to 
estimate the period during which the initial 
income and employment effects of the expenditure 
would have occurred. 


¢¢ 


The pattern of the interviews of the large firms 
followed fairly closely the questionnaire appear- 
ing in Note 1 at the end of this appendix, with 
the addition of the following question which was 
used to open the interview: 


1. When considering whether or not to make 
new capital expenditures, most firms 
require that a project promise a particular 
rate of return or payback period, or per- 
haps use different standards for different 
types of capital expenditures. 


(a) If you employ any such standards, 
please state them as explicitly as 
possible, and the types of projects 
to which they apply. 


(b) Have you changed any of your stand- 
ards since 1950? If so, please give 
the date and your reasons for making 
the changes. 


Sometimes a full hour would be devoted to an 
extended discussion of the techniques used by the 
firm in reaching decisions on capital expenditure, 
This permitted the interviewers to explore many of 
the avenues through which a change in credit condi- 
tions might influence these decisions. The next set 
of questions led to a discussion of the way in 
which the financial arrangements of the firm had 
been altered in the light of changes in credit 
conditions, A final judgment on the extent to 
which the firm’s decisions on capital expenditure 
had been influenced by credit conditions was not 
therefore required until a good deal of preparatory 
discussion had taken place, 


The interviewing of this group of firms was 
done by one, two or three of the Commission’s 
economists acting as a team, with seven different 
interviewers taking part in some interviews during 
the course of the project. Continuity was provided 
by using a uniform questionnaire as a basis for 
all the interviews and by the presence of one staff 
member, Mr. John F. Helliwell, at all but two of 
the large firm interviews. The usual procedure 
was to send a copy of the questionnaire to the 
corporation several days before the scheduled 
date of the interview. During the intervening 
period, staff members would go over the financial 
statements published by the firm since 1954 in 
order to understand as much as possible of the 
financial background and present situation of the 
firm. 


As the interviewing programme developed, 
consideration was given to supplementing the 
interviews with a mail survey. It was recognized 
that the results of such a survey would need to be 
treated with caution but if it were accompanied by 
an extensive programme of follow-up interviews, 
misleading impressions could be avoided. More- 
over, as it became clear that many cases of 
responsiveness were required if an impression of 
the length of the lags in the system were to be 
developed, it was important to find a way of being 
brought into touch with firms which had responded 
to changes in credit conditions. 


The Pilot Mail Survey 


The decision was then taken to run a pilot 
survey. Although no great hopes were held for the 
results, two versions of the questionnaire were 
mailed in June, 1962 to two samples of firms 
selected by the Business Finance Division of the 
Dominion Bureau of Statistics. The sample was 
chosen so that all major regions, size classes 
and industrial groupings would be represented. 
One group was sent a short questionnaire, Part 
A, and the other group received in addition a form, 
Part B, requesting some statistical information 
from the firm’s records. The object of using the 
split sample was to see whether the response 
rate was materially reduced by a request for 
Statistical information requiring some analysis of 
the firm’s accounts, In the event, the response rate 
proved surprisingly high for both questionnaires, 
being 92% for the firms sent only Part A and 66% 
for the firms sent both Part A and Part B. A 
series of 13 follow-up interviews were then carried 
out to assess the reliability of the questionnaire 
answers. It was clear that the response rate to the 
test questionnaires was encouraging, being high 
enough to reduce the possibilities of non-response 
bias. Moreover, while the respondents frequently 
interpreted the questions in a different way than 
the questioners intended, a good deal of useful 
information was provided. It was decided, there- 
fore, to press ahead with a more extensive mail 
survey. 


The Mail Survey 


In order to gain as much information as possi- 
ble without materially lowering the response rate, 
the questionnaire was re-designed so as to 
provide more information than Part A of the mail 
test while still demanding less record-searching 
than Part B of the pilot survey. The questionnaire 
was also expanded to make reference to the mid- 
1962 period of credit restraint. The final mail 
questionnaire is shown in Note I at the end of this 
appendix, 


The questionnaire was, of course, intended to 
be free of ‘‘leading ’’ questions, the emphasis 
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being on obtaining a description in some detail of 
changes actually made in corporate plans, If there 
was to be any misunderstanding, it was thought 
better to risk detecting reactions which did not 
exist than to risk failing to find any actual re- 
sponse, The respondent was asked therefore, to 
reply affirmatively if changes in credit conditions 
Since 1954 had been ‘‘in whole or in part’’ respon- 
Sible for leading his firm to make one or several 
of a number of itemized changes. The purposes of 
listing numerous possible changes was to bring 
to the executive’s mind reactions which he might 
otherwise not have recalled, or not have attributed 
to changes in credit conditions. The concomitant 
danger, of course, was that a respondent would 
indicate that a change was made even if it had 
been made for reasons entirely independent of 
changes in credit conditions. In the case of 
Question 1, the danger was increased because 
some of the sub-questions were some distance 
down the page from the main reference to credit 
conditions. The purpose of the questions dealing 
with sources of funds was in part to provide back- 
ground information useful as a check on the 
subjective answers, and in part to discover what- 
ever relationship there might be between sources 
of funds and the effects of changes in credit 
conditions, 


Following the principle of covering the maxi- 
mum amount of capital expenditures with a given 
number of questionnaires, the mail sample inclu- 
ded all firms with assets over $5 million as at 
December 31, 1961, and a stratified sample of 
1065 smaller firms. Firms with assets over $90 
million had estimated capital expenditures of 
around $2 billion in 1959; those with assets of $5- 
$90 million spent $1.2 billion; while corporations 
with assets below $5 million and unincorporated 
businesses made capital expenditures in 1959 
totalling an estimated $800 million. The inter- 
views with the largest firms and the full coverage 
of the firms with assets over $5 million therefore 
provided direct evidence about the responsiveness 
of decision-makers responsible for over 75% of the 
capital expenditure of non-financial companies, 
The principle of covering as much expenditure as 
possible was dropped for the firms under $5 
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million in assets, as the survey was also intended 
to provide evidence on the effects of monetary and 
debt policies on firms of different sizes. 


The original mailing to firms with assets over 
$5 million was made on August 23, 1962 to a list 
of 837 firms prepared by the Business Finance 
Division of the Dominion Bureau of Statistics 
with a covering letter from the Secretary of the 
Commission to the President of the firm. Two 
follow-up letters were sent to non-responders, one 
in late September and another in November. As the 
completed questionnaires came in, many firms in 
this group were seen to have assets less than $5 
million at December 31, 1961. The questionnaires 
from such firms were put aside for separate consid- 
eration. By January 1963, the Business Finance 
Division had prepared a supplementary list of 
firms thought to have assets over $5 million. 
Questionnaires and follow-up letters were sent to 
these firms. When the asset sizes of non-respond- 
ers were finally established as closely as 
possible, with firms owned more than 50% by other 
Canadian corporations being consolidated with 
their parents, there was a file of 698 names of 
firms with assets over $5 million at the end of 
1961; 586 or 84% of whom had completed and 
returned the Commission’s questionnaire. One 
hundred and seventeen of these firms were inter- 
viewed, 


The sample of firms with assets under $5 
million was chosen on a random basis from four 
size classes of firms on a list of all corporations 
with assets over $25,000. The four size classes 
were under $100,000 in assets at December 31, 
1961; assets between $100,000 and $250,000; 
between $250,000 and $1 million and between $1 
million and $5 million. The number of firms chosen 
in each size class was toughly equal to the number 
of millions of dollars of capital expenditures made 
in 1959 by firms listed in the Taxation Statistics 
as being in that size class. The object of this 
method of selection was to have each questionnaire 
“represent”? an equivalent amount of capital ex- 
penditures so that the simple counting of responses 
might retain some significance. This had the disad- 
vantage that given the limited capital expenditures 
by the smallest firms, only 108 questionnaires were 
sent to this size group. A total of 1065 question- 
naires were sent out to the four size groups on 


October 3, 1962. One follow-up letter was sent in 
November and another in January, 1963. Letters 
received from or on behalf of 24 firms indicated 
that they were out of business, Thirty other firms 
indicated that they had become, or had always 
been, wholly owned subsidiaries of other Canadian 
corporations. Eight firms had moved, leaving no 
forwarding address. Of the remaining 1003 firms, 
635 or 63% returned completed questionnaires, Of 
the 635 firms which completed the questionnaire, 
89 or 14% were interviewed by staff members. 


While these response rates were high, this 
left just under 500 firms from whom no reply had 
been received. There is always a justifiable 
curiosity about the nature of the non-responders, 
both on the part of those carrying out surveys and 
those reaching a judgement about the accuracy of 
the results. Frequently this leads to a good deal 
of more or less idle speculation about the possi- 
ble biases introduced. In order to avoid this, we 
got in touch directly, either personally or by 
telephone, with over 100 firms which had failed 
to respond to the questionnaire. The amount of 
information obtained from individual respondents 
through this technique varied considerably but, as 
will be indicated in our discussion of this group 
in a later chapter, it laid to rest a number of 
hypotheses which might have been developed 
about these firms. 


General Observations. 


In succeeding chapters frequent reference 
will be made to the reservations and qualifica- 
tions necessary in interpreting the results of 
specific parts of the Survey. There are, however, 
at least two general reservations which should be 
stated at the outset: one concerning the indirect 
effects of changes in credit conditions and the 
other relating to the functions of the executives 
who supplied the bulk of the information obtained. 


As pointed out in Chapter II, the indirect 
effects of changes in credit conditions lead to 
some possibilities of ambiguity. Firms were told 
that in 1956-57, 1959-60 and in mid-1962, funds 
became less available in Canada and interest 
rates increased. They were then asked whether 
changes in the availability or cost of credit were 
in whole or in part responsible for leading their 
firms to change any of a number of financing and 


expenditure policies. Similarly, they were told 
that in 1961, and early 1962, funds became availa- 
ble and interest rates decreased. They were then 
asked if these changes in the availability or cost 
of credit were in whole or in part responsible for 
leading their firms to alter their financing or 
expenditure policies, 


It was apparent from follow-up interviews that 
those answering the mail questionnaire frequently 
indicated that a change of policy had occurred 
when this was not in whole or in part the result 
of changes in interest rates or the availability of 
funds, but resulted from other considerations. 
Throughout the programme of interviews care was 
taken to ensure that the changes in corporate 
policy being isolated were in fact related to 
changes in the cost and availability of funds. In 
short, the Survey was attempting to compare the 
decisions which were made, with the decisions 
which executives said would have been made in 
the absence of a change in interest rates and the 
availability of funds. 


This technique might easily yield some under- 
estimation of effects, particularly under the 
flexible exchange system which prevailed for most 
of the period relevant for the Survey. Changes in 
interest rates and the availability of funds in 
Canada had effects on the exchange rate and 
through the exchange rate on the exports and 
imports of goods and services. Similarly, changes 
in credit conditions also directly affected con- 
Sumption, government expenditure and residential 
construction. Thus through both international and 
domestic channels, credit conditions had effects 
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on the demand for goods and services provided by 
Corporations. Some of these effects, particularly 
the assumed direct effects of credit conditions on 
the firm’s customers, are taken into account by 
Corporation executives. Others, such as the 
repercusSions through the exchange rate, are not 
explicitly taken into account, although knowledge 
of the existence of effects of this kind may contrib- 
ute to the general ‘‘climate’’ created by a change 
in credit conditions. The effects which we set out 
to identify were those taken into account by the 
corporations, i.e, the direct effects on the corpo- 
rations and the recognized effects on others which 
influenced corporate decisions. An estimate of the 
total effects of credit conditions on corporate 
expenditure must make an additional allowance for 
the unrecognized indirect effects. 


The second general observation which should 
be made concerns the background and professional 
interests of the bulk of the executives who were 
interviewed or who filled out mail questionnaires, 
With some exceptions, the executives who have 
Supplied information have been the financial 
officers of the corporation, i.e. those belonging to 
the group within the corporation most closely 
aware of changes in credit conditions and most 
likely to stress responsiveness to changes in the 
cost and availability of credit. Our experience 
Suggests that a broader sample of executives, 


which included those primarily concerned with 
production and sales, would have suggested less 
responsiveness to changes in credit conditions. 
The results of the Survey should be read with this 
in mind, 
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CHAPTER V 


MONETARY POLICY AND CORPORATE FINANCE 


The results of the Survey can be presented in 
a variety of ways. As indicated above, in the 
large firm interviews we began our enquiries by 
discussing the criteria used in reaching decisions 
on investment on plant and equipment and at a 
later time raised questions about the financial 
adjustments which had accompanied changes in 
the cost and availability of funds. In the mail 
questionnaire, on the other hand, questions on 
financial adjustments to changes in credit condi- 
tions preceded the questions dealing with changes 
in investment decisions. There is some logic in 
the latter order. The authorities exercise an 
influence over the financial system and either 
initiate or acquiesce in a change in credit condi- 
tions. Some firms are so placed that changes in 
the Canadian financial system have little or no 
impact on their financial arrangements. This may 
be because they are financing all their develop- 
ment from their own cash flow, or because they 
have access to ample funds from a foreign parent, 
or for a variety of other reasons. If their financial 
arrangements are unaffected by changes in credit 
conditions, it is unusual to find that their deci- 
Sions on inventories, plant and equipment are 
affected. Other firms are affected in their finan- 
cial arrangements by changes in credit conditions 
but by one means or another are able to make 
financial adjustments without altering ‘‘real’’ 
decisions, i.e. decisions on the purchase of 


inventories, plant and equipment. 


In other cases, changes in credit conditions 
have an effect on the financial arrangements of 
the firm and in turn on decisions on investment in 
inventories, plant and equipment. This is the 
purpose of the change in credit conditions and to 


the extent that the actions of the authorities reach 
through the financial system and the financial 
arrangements of non-financial corporations to their 
decisions on expenditure on real goods and 
services, monetary and debt policies have effects 
on aggregate demand. If these effects are so 
distributed through time that they curtail corporate 
expenditure on plant, equipment and inventories 
when there is excess aggregate demand and 
encourage corporate expenditure when there is 
inadequate aggregate demand, monetary and debt 
policies contribute to the stabilization of the 
economy. There are, however, several steps in 
this process and in this chapter we shall concen- 
trate on the way in which the actions of the author- 
ities and their effects on the financial system 
impinge upon the financial arrangements of non- 
financial corporations. The questionnaire replies 
are Summarized in Tables V-1 and V-2 at the end 
of this chapter. 


For the period covered by the mail survey and 
the interviews, interest rates and the availability 
of credit changed several times. It might be 
thought that these changes would follow a definite 
pattern, but this has not been the case in recent 
years in Canada. It might be expected, for exam- 
ple, that when there is a change from credit ease 
to credit restraint this would begin with a change 
in short-term market rates leading with a lag toa 
rise in long-term market rates and with a further 
lag to increases in other lending and borrowing 
rates and to limitations on the availability of 
funds. This has some claim to be regarded as the 
‘‘normal’’ pattern, but it is to be expected that 
if the initial change in short rates is a decisive 
one the impact will be felt immediately in the 
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long-term market. Moreover, there is no reason 
why a change in the market for long-term securities 
cannot on occasion precede a change in the 
money market. If participants in the long market 
foresee changes in the underlying forces and 
anticipate the action which will likely be taken 
by the central bank, there may be a change of 
direction in the long market in advance of a 
change in the money market. Further, even if 
the change in the long market lags behind the 
change in the short market, the swing in long 
rates may be wider or narrower than previous 


reSponses to a change in short rates would have 
led one to expect. For example, long rates in 
Canada fell very sharply in 1957 and rose in 1958 
prior to the reversal in short rates. 


A similar diversity of pattern is to be found in 
changes in other lending and borrowing rates and 
limitations on the availability of funds. There is 
no fixed period in which other rates respond; the 
lag in either direction varies to some extent from 
period to period. Lags in changes in the restraints 
on bank lending also vary with the direction of 
changes in monetary policy and from period to 
period. The chartered banks emerge from a period 
of credit ease with a large portfolio of securities 
and if the central bank restricts the increase in 
cash reserves early in the expansion, the banks 
respond to the increased demand for loans by 
running off or selling part of their portfolio of 
securities. This process may go on for as long as 
a year with borrowers encountering increasing 
limitations on the availability of bank credit. If, 
on the other hand, the central bank restraint is 
applied late in the expansion when the banks’ 
holdings of securities are already low, the respon- 
se will be more rapid. Since banks do not have to 
rebuild their portfolios before easing the availabi- 
lity of credit when the process is reversed, it 
might be expected that changes in the other 
direction would be quite rapid. In fact, in recent 
years borrowers have found that shifts in the 
direction of credit ease have been fairly gradual. 


A change in credit conditions will, of course, 
have no effect on corporate decisions if firms are 
not aware of the change. As pointed out in the 
previous chapter, the officials with whom we dealt 
most frequently were the financial officers of 
corporations and they are generally quite sensiti- 


ve to changes in financial markets. If, for exam- 
ple, the first indicator of a change in direction in 
monetary policy is a change in short term interest 
rates, the financial officers of a high proportion of 
the large and medium sized corporations in the 
country are aware oi the change in a matter of 
hours. Virtually all large non-financial corpora- 
tions and a_ Significant proportion of smaller 
companies are either borrowers or lenders in the 
short term money market and follow market trends 
closely. The financial officers of companies 
which do not deal in the short term money market 
are customers of financial institutions and often 
follow developments in the financial press. Thus 
changes in short-term interest rates do not pass 
unnoticed even though firms may rightly judge on 
the basis of past experience that not too much 
significance should be read into every week-to- 
week change in the treasury bill rate. 


If the change in short-term interest rates 
persists, or if the initial change is a decisive 
one, the effect will be felt in the market for long 
term Securities. Corporations planning new issues 
are quickly made aware of any developments in 
the bond market which will raise the price they 
must pay in order to obtain accommodation. 
Similarly, if rates fall even firms which do not 
have an immediate need for funds may have the 
favourable conditions drawn to their attention. 
Other lending and borrowing rates, including the 
prime rate on bank loans and the rate on mortga- 
ges, can be expected to change although in some 
cases there is a considerable lag. Changes in the 
availability of credit, unless decisive or unless 
affecting the firm directly, may not register as 
quickly as changes in interest rates, although 
financial officers tend to be sensitive to any 
indications that money is becoming difficult to 


obtain. 
The financial officers are, of course, only one 


element in the corporation, and while information 
on the existing state of financial conditions may 
be conveyed to other executives, it may have a 
more limited impact on the thinking of those not 
directly concerned with financial matters.In much 
the same way, while changes in financial condi- 
tions may have a considerable impact on financial 
decisions, the effect on ‘‘real’’ decisions - i.e. 
decisions affecting expenditure on plant, equip- 
ment and inventories — may be much reduced. A 


decision to switch from one source of funds to 
another, or from one type of lending to another, 
may well be dependent upon relative costs or 
yields and little else. On the other hand, a deci- 
Sion to proceed or not to proceed with the construc- 
tion of a plant or the purchase of equipment may 
affect all divisions of the company and many 
considerations, in addition to short run financial 
conditions, will be taken into account. 


This is not to suggest that the financial] 
arrangements of firms are always flexible, adapt- 
able and characterized by a close attention to 
Short-run profit maximization while decision 
making on the “‘real”’ side of the firms’ activities 
is always inflexible, lacking in adaptability and 
insensitive to profit considerations. In the case 
of many firms, the financial officers operate under 
fairly restrictive rules either self-imposed or 
imposed from above, which are not always consis- 
tent with obtaining the maximum benefit from the 
financial resources of the company or minimizing 
the burdens of borrowing. Thus opportunities for 
Switching from one financial asset to another or 
from one source of funds to another are not always 
taken, even when financial considerations would 
dictate that such shifts be made. One the other 
hand, examples will be cited below of firms which 
have been far from insensitive in their ‘real’? 
decisions in response to changes in financial 
conditions. 


Nevertheless, as a general rule there is a 
difference of degree which in many cases almost 
amounts to a difference in kind, in the extent to 
which the financial side of a firm’s activities 
responds to a change in credit conditions as 
Compared with the ‘‘real’’ side. Indeed, in some 
companies it is regarded as part of the function of 
the financial officers to devise financial arran ge- 
ments which protect the firm from the consequen- 
ces of short-term changes in financial conditions. 
If, then, an uncomfortably high price for finance 
or lack of availability of funds prevents the 
Operating divisions from carrying forward their 
Plans, this is sometimes regarded as evidence of 
failure on the part of the financial officers. At 
the same time, the influence rarely runs in only 
one direction, While the cautious, calculative 
approach of the financial officers may often lose 
a battle to the enthusiasm of the marketing divi- 
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Sion for sales or the manufacturing division for 
technical improvements, financial] considerations 
necessarily have a continuing influence in an 
organization which must realize profits in order to 
Survive. To the extent, therefore, that the views 
of the financial officers are influenced by the 
State of financial markets, this can exercise a 
subtle but important influence over the capital 
budgets and expenditure plans developed by 
operating management. 


As in the case of other corporate decisions, it 
is often difficult to separate the Specific respon- 
ses to changes in monetary policy from other 
developments which have taken place concurrent- 
ly. During recent years, some major changes have 
taken place in the financial system and to some 
extent corporations have been responding to these 
developments rather than reacting to particular 
changes in monetary conditions. For example, the 
expansion of the commercial paper market, the 
spread of sale and leaseback atrangements for 
the finance of commercial real estate and other 
capital assets, the growth of equipment financing 
arrangements, closer links with the capital 
markets of other countries, and an expansion of 
the lending activities of some financial interme- 
diaries such as the Industrial Development Bank 
have all been part of our recent financial history. 
During the same period, there have been recurring 
periods of credit ease and credit restraint. Some 
developments in financial practices have come in 
response to changes in credit conditions but have 
tended to persist into Succeeding periods when 
credit conditions have altered in the opposite 
direction, For example, during a period of credit 
restraint, corporations may develop techniques for 
reducing the level of their cash balances and 
these techniques may continue to be used in 
succeeding periods of credit ease. There are thus 
difficulties in disentangling the specific effects 
of changes in credit conditions from the effects of 
other changes. Nevertheless, it is clear that the 
financial arrangements of many firms have respond- 
ed in a variety of ways to changes in credit 
conditions in Canada, 


(a) Borrowing Abroad 


If interest rates rise and funds become less 
available in Canada, and this either does not 
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happen or happens to a lesser extent in other 
countries, borrowing abroad will be a relatively 
more attractive alternative than in the absence of 
such a change. It might be expected, therefore, 
that during periods of credit restraint some firms 
which would otherwise seek funds in Canada will 
go abroad. Similarly during periods of credit ease, 
accommodation which might have been sought 
abroad will be found in Canada, The following 
example indicates the way in which a company’s 


choice between the Canadian and American 
markets is influenced by credit conditions in 
Canada: 


‘In the spring of 1957, it was decided that we 
would build a new plant.... The land was pur- 
chased.... and architects were given the job of 
making plans for a new building, which would cost 
in the neighbourhood of three million dollars, In 
the fall of ’57, our Treasurer from New York and 
myself visited several financial institutions in 
Toronto in an effort to raise this money, but found 
practically the same answer in nearly every office, 
that money was very tight and if we wanted that 
amount we would have to pay a high interest rate. 
We were quite agreeable to a mortgage at a reason- 
able interest rate on which we could start payment 
in a year or so and extend this over a ten or fifteen 
year period, but we found that places that were will- 
ing to take on such a loan did not want any payment 
for some years in order that they could continue to 
draw these high interest rates, 


‘It was decided that if financing conditions did 
not improve by the time we needed the money we 
would secure the money in the United States rather 
than Canada, However, by the spring of 1958 money 
was much easier and the Chartered Banks with 
whom we had dealt... for many years agreed to lend 
us one and a half million each to be taken down 
as needed with the idea that we would reduce this 
loan as much as possible within the next year, 
.»» By December of 1958, we had borrowed $2,685,000 
and by December of 1959, through reduction of 
inventory and the sale of our plants..., we had 
reduced this loan to $1,200,000, It was then agreed 
with the banks that we could pay for the balance 
over a three year period and thus save us from 
going into any long-term financing. The balance of 
this loan was paid off in August of this year (1962), 
but it does show how a project can be started and 
if you do not have access to other money markets 
you might have to delay your project until outside 
financing was more favourable, 


‘*There was no question at any time that our credit 
was not good enough for the loan, and our American 
parent company was willing to guarantee any loan 
which we made in Canada.”’ 


Other examples indicate the play of similar 
forces: 

A large shipping company, which occasionally 

finds financing for ship construction in Canada, 

was forced in late 1959 to go to New York to 

secure ‘‘the amount of funds needed at reasonable 

rates’’, 


A manufacturing firm, a subsidiary of a European 
parent, sought one and a half million dollars on 
the Canadian market in early 1960 for expansion 
of its production facilities. Funds were not avail- 
able without a guarantee by the parent company, 
The parent was unwilling to give such a guarantee 
and the firm arranged borrowing in Switzerland 
‘tat rates lower than those prevailing in Canada’’, 


*‘The shortage of bank money since mid-1962 has 
made it necessary for us to go outside Canada to 
obtain funds for short-term financing of certain oil 
properties which we normally finance by production 
loans in Canada’’, (An oil company) 


In other cases, there was borrowing abroad but it 
was less clearly identified with changes in credit 
conditions in Canada. 


‘During the time of the building of the prairie 
section of the Trans-Canada Pipeline (which was 
government financed) we were restricted to bank 
loans of $250,000 or under, so were unable to 
modernize to meet the dump gas competition. 
Purchase of new assets of $2,000,000 was made 
in 1958, financing originally planned in the U.S.A, 
later changed following increase of bank loan 
limit of $1,000,000’’. (A fuel company) 


6*$300,000 was borrowed outside Canada (in 
1959-60) for plant extension, This was unsecured 
and at a lower rate of interest than was obtainable 
in Canada. These favourable conditions were the 
reason for the loan rather than any specific changes 
in monetary policy by the Canadian government’’. 
(A clothing manufacturer), 


In some cases, the links between the American 
and Canadian capital markets are so close that 
firms are largely unaffected directly by changes 
in credit conditions which are restricted to this 
country. This is notably the case with branches 
or subsidiaries of American corporations but it 
also applies in part to the subsidiaries of parents 
in other countries and some Canadian-owned 
firms. 


The following replies to the mail questionnaire 
were received from American oil and pipeline 
corporations carrying out operations in Canada. 


‘‘We have never borrowed funds in Canada for our 
Canadian operations, and during the period when 


we were spending large sums for oil land acqui- 
sitions and development, funds were provided by 
transfer from the United States’’, 


‘The changes in availability of funds and interest 
rates in Canada do not affect our planned capital 
expenditures or financing policies, The........ eieiste 
Corporation is a Delaware, U.S.A., corporation and 
conducts petroleum producing and exploration 
operations in Canada through a branch. It is not 
involved in borrowing in Canada’’, 


**This is to advise that the............. Company 
is incorporated in the State of Delaware, U.S.A., 
and is wholly owned by U.S.A. corporations, All 
funds for original and subsequent financing were 
provided by the owners with U.S.A. dollars and 
any future financing will probably be in the same 
manner,”? 


Much the same kind of response was received 


from subsidiaries of many American companies: 


**Since 1957 we have been required by our parent 
company (U.S,) to borrow from them. However, in 
the last few years we have not needed their help,’? 
(Retail drug chain) 


“Occasionally we borrow, mostly from U.S. banks, 
on 90-day notes for inventory and accounts receiv- 
able expansions, We borrow irrespective of current 
interest rates, The notes are repaid during the 
second half of the year. The financial policies of 
the parent and subsidiary companies are influenced 
more by the fiscal and monetary policies of the 
U.S. Government.’’ (Clothing manufacturer) 


‘*,.. our company is not affected directly by increases 
or decreases in interest rates. We do no outside 
borrowing and invest surplus funds for short periods 
regardless of interest rate levels, We are a wholly- 
owned subsidiary of the United States............ 
Company and all of our expansion has been financed 
out of earnings or by temporary parent company 
advances’’, (Minerals) 


“Funds for capital expenditures and working 
capital were provided by the parent company, 
shares being issued to the amount of $7,000,000. 
After the completion of our capital programme, 
there was, of course, no capital expenditure pro- 
gramme beyond that for jigs and fixtures for new 
models, At times funds were transferred to us for 
increased working capital and at others we trans- 
ferred excess funds to the parent company. At no 
time have we been dependent on Canadian financial 
institutions for credit.’? (Electrical equipment) 


**Firm relies on advances from parent company.’’ 
(Forest products) 


‘*Current fund requirements and capital funds are 
supplied by our parent company. Current funds in 
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excess of those required are remitted to our parent 
company monthly.’’ (Rubber goods) 


‘‘Financing handled through parent company,”? 
(Metal manufacturing) 


‘Our company is a wholly-owned subsidiary of 
an American company, Capital expenditures budgeted 
for and approved by parent company on a company- 
wide basis and the availability of funds for the 
entire company.’’ (Food products) 


“Any funds required are borrowed through U.S, 
parent company. We do not have a line of bank 
credit established in Canada.?? (Clothing manu- 


facturer) 


"No line of credit used at present time. Funds 
obtained from parent company in the United States 
when needed,”’ (Metal manufacturing) 


Some American subsidiaries secure their 
financing from the parent by postponing payment 
for goods and services received. In the course of 
the survey we have encountered individual 
accounts payable to American parents which have 
gone as high as $40,000,000. Sometimes a combi- 
nation of techniques is used. One oil company 
reported that it had borrowed $20 million from its 
parent and at the same time had an account paya- 
ble to the parent which varied seasonally from 
$15 million to $20 million. 


Many English parent companies appear to 
leave their subsidiaries more dependent upon their 
own retained earnings and funds which they can 
raise in Canada. 


‘‘The main point so far as we are concerned is 
that our desire to expand is dictated not so much 
by the cost of funds as by their availability and 
the fairly limited choice of projects available in 
the Pier. aseicrerete Seale manufacturing industry to a 
company of our size, I think that normally a com- 
pany such as ours, which is now part one of the six 
largest a ...ule Asxcisws +++. groups in the United King- 
dom, would expect to finance its expansion by 
means of permanent capital rather than by relatively 
short-term bond issues. We are, however, as you 
will realize, cut off from our group funds by exchange 
restrictions and we therefore have to make our 
way slowly by taking on one relatively small pro- 
ject at a time with a view to building up capital 
sources within the dollar area,’’? (Manufacturing) 


Other subsidiaries of English companies 
encounter fewer difficulties in obtaining finance: 


‘‘We can say generally that credit conditions in 
Canada have not had any effect on our capital 
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expenditures and financing policies, We are a 
wholly-owned subsidiary of an English company 
and our long-term financing has been provided by 
our Parent Company. Short-term financing, when 
necessary, has been from a line of credit with our 
Canadian Bank.’’ (Textile manufacturer) 


Given the high proportion of Canadian 
corporations which are wholly or partly owned 
abroad, it is clear that arrangements of the kind 
illustrated above tend to reduce the direct impact 
of changes in monetary policy on the expenditures 
of a substantial portion of Canadian industry. As 
might have been expected, Canadian owned corpo- 
rations, particularly corporations lacking a current 
flow of foreign exchange earnings, have been more 
reluctant to turn to foreign markets. The exchange 
risk of foreign-pay borrowing has weighed heavily 
with many executives and even where the com- 
bined effect of the interest differential and the 
assumed exchange risk has made foreign borrow- 
ing attractive, there seems to have been a reluc- 
tance in many cases to assume obligations in a 
foreign currency which are not hedged by earnings 
in that currency. The alternative of going abroad 
is, moreover, not readily open to smaller Canadian- 
owned companies, 


An analysis was made of 70 non-government 
corporations with assets over $90 million to 
determine the pattern of their financing. Of this 
group of 70, twelve use the funds of a foreign 
parent as their usual source of funds, whilea 
further six employ foreign capital markets as their 
usual source of medium and long term funds. Of 
the 37 firms which have not used any foreign 
funds during the survey period, twelve have 
relatively free access to funds from foreign 
parents but have eithernot needed new funds to any 
extent or havebeen able to get sufficient funds in 
Canada at acceptable rates. The other twenty-five 
either did not borrow or have not considered 
foreign capital markets to be an alternative source 
of funds. The remaining fifteen of these 70 firms 
borrow abroad intermittently and all have done so 
at least once since 1954, Four of the fifteen firms 
suggested that they borrowed more outside Canada 
than they would have borrowed if credit conditions 
in Canada had remained easier, 


Among the firms with assets less than $90 
million there was a smaller proportion which 


swiched to foreign sources of funds during one of 
the periods when interest rates rose sharply in 
Canada. About 214% of all the firms surveyed by 
mail indicated that they went outside Canada for 
funds in 1959-60, the proportion being about three 
times as large for firms with assets $5 - $90 
million as for those in the small firm sample. 


The foreign sources resorted to by Canadian 
firms in times of credit restrictions included bond 
markets, large financial institutions willing to 
take up bond issues or make direct loans, associ- 
ated companies, financial and non-financial insti- 
tutions providing mortgage or sale and leaseback 
funds and banks. The following examples indicate 
the nature of this borrowing: 


A food manufacturing company pointed out that 
when from time to time interest rate differentials 
have become large between the United States and 
Canada the company borrowed short-term from United 
States banks. 


An oil company reported that it was ‘‘driven to the 
U.S.’’ for funds in 1959. It was suggested that 
there was no doubt that the timing of their borrow- 
ing would have been different had the bank not 
pressed them to reduce their large outstanding bank 
loan, 


A large international company pointed out that 
even though the company follows a policy of 
financing its activities in the countries where 
Operations are carried on, they are willing to 
change their pattern of borrowing if ever credit 
conditions become difficult in any one country. 
Thus tight money in Canada and anticipated 
changes in the exchange rate, have often led the 
company to change its pattern of borrowing and 
its handling of net receipts in foreign currencies. 


High domestic borrowing rates were considered 
by an oil company to be a factor leading the com- 
pany during 1956 and 1959 to rely heavily on the 
parent company through the intercompany trade 
account, and in 1962 to borrow directly from the 
parent company in the United States. 


In many cases the foreign sources provided 
funds on such advantageous terms that the firms 
would have gone abroad for the funds even if 
credit conditions in Canada had been much easier. 


*In 1952 and 1953 debenture financing was 
carried out in the United States because of sub- 
stantial difference in interest rates in the two 
countries and avoidance of underwriting com- 
mission by direct placement.’’ (Pipe line) 


A large metal producing company pointed out that 
they usually borrowed from the United States 
whenever they had a really large issue to float, 
as the Canadian bond market is viewed as tradition- 
ally thin for the obligations of any one corporation, 
Perhaps if credit conditions had been easier in 
1957 a small part of that year’s issue might have 
been floated in Canada but it was the size of the 
issue rather than the interest rates prevailing in 
Canada which caused the company to arrange a 
foreign issue, 


The treasurer of a large oil firm stated that even 
the largest Canadian insurance companies are 
not willing to take more than a small fraction of a 
major bond issue, thus forcing large companies 
to go to U.S. firms willing to take all or at least 
half of the bonds being sold, 


“‘The shortage of bank money since mid-1962 has 
made it necessary for us to go outside Canada to 
obtain funds for short-term financing of certain oil 
properties which we normally finance by production 
loans in Canada.’’ (Oil company) 


‘‘Short term Canadian bank loans were converted 
to long-term loans from United Kingdom in 1957, 
The long term loans were converted, in large part, 
to equity in 1958.’? (Oil company) 


(b) Sale and Leaseback Arrangements. 


The use of sale and leaseback arrangements 
to finance retail outlets has expanded rapidly in 
recent years. It provides a technique for attracting 
funds from portfolio managers looking for an 
attractive yield on a secure investment. It can be 
thought of as a moztgage financing technique 
which permits a company to borrow heavily 
without the obligation appearing directly on its 
balance sheet. The principal drawback of this 
type of arrangement is the somewhat higher price 
which must be paid for this method of financing 
as opposed to the direct issue of debentures. On 
occasion, however, firms which finance their 
outlets in this way are able to drive hard bargains 
and one specialist in the development of shopping 
centres reported that some deals of this kind have 
been described within his organization as ‘‘sale- 
lossback’’ arrangements. 


The survey results indicate that sale and 
leaseback financing is frequently done abroad and 
Some complaints were made that Canadian institu- 
tional investors were less interested in this type 
of arrangement than they might have been. In the 
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case of the retail outlets of the oil companies, 
the source has been predominantly in the United 
States including the endowment funds of some 
American universities. Other retail outlets have 
been financed in the United States but many other 
sources have been tapped. We were told of one 
retail outlet on the prairies financed by a Brazilian 
using Italian funds. While this was unusual there 
is a world market for such financing and Swiss, 
German, Belgian and other sources have been 
indicated. 


The following example of leaseback financing in- 
dicates the motivation and nature of such borrowing: 


A Canadian utility which made use of U.S, funds 
for leaseback financing in 1959-60 and in late 1961 
and 1962 (totalling $7 million) related this to the 
high cost of such funds in Canada and to U.S, 
tax law provisions which made such holdings 
attractive for Americans in high personal income 
tax brackets, The U.S. funds were obtained at 
5%4% at a time when comparable funds in Canada 
were priced at 634% Since all lease payments are 
fixed in terms of Canadian dollars, the company 
undertook no exchange risk in using the foreign 
funds, 


In 1956 a large manufacturing company sold the 
land on which its present building stands, and the 
land and building adjacent, leasing back on a 
long term basis. This was done in part to conserve 
funds before the company went to the market, and 
in part to reduce the size of the debt issue which 
would have to be made, 


(c) Trade Credit 


Chapter II of the Commission’s Report noted 
the rapid growth of trade credit in the period 1947 - 
60 and in particular the substantial increases in 
recent years “‘when highly competitive conditions 
have forced corporations to extend more favourable 
terms to their customers to attract and retain 
business’’, Here as elsewhere it is frequently 
difficult to disentangle the changes in trade credit 
which can be traced to changes in general credit 
conditions and those which resulted from other 
factors. 


It has been suggested that the extension of 
trade credit among firms in periods of higher 
interest rates and less available credit from other 
sources has the effect of equalizing financial 
pressures by transferring funds from those firms 
with relatively easy access to domestic and 
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foreign capital markets to those whose sources of 
funds are more restricted. To some extent this is 
undoubtedly true, as indicated by the questionnai- 
re responses referring to trade credit. Generally 
speaking, the smaller independent firms have 
fewer alternative sources of funds than do the 
larger firms and might therefore be expected to 
rely to a relatively greater extent on trade credit. 
In response to the question ‘‘were changes in the 
cost or availability of credit in whole or in part 
responsible for leading your firm to ... obtain in 
1959-60 more trade credit from your suppliers?’’, 
almost 11% of the firms with assets under $5 
million answered ‘“‘yes’’, compared to 5.3% of 
respondents with assets between $5 and $90 
million. The same pattern exists for 1956 and 
1962, Although in most size groups there are more 
respondents stating that they have given addition- 
al trade credit than that they have obtained more, 
the difference is most marked in the case of the 
larger firms. For all size classes the uninterpreted 
questionnaire data must be treated with reserva- 
tions for interviews often disclosed that affirmative 
answers indicated a recognition of a steady secu- 
lar growth of receivables and payables rather than 
a short term change related to changes in monetary 
policy. Slightly less than half of the affirmative 
trade credit responses followed up turned out to 
be discoverably related to short run changes in 
credit conditions. Of the 80 largest firms, 8 
granted longer terms to some of their customers in 
1959 and 1960, while a further 11 firms Suggested 
that during this and other periods of less available 
credit their customers took longer to pay their 
accounts despite attempts by the company to keep 
collections current. The following examples are 
typical: 


The financial Vice President of a large primary 
metal producer estimated that his company’s volume 
of overdue accounts increased by as much as 3% 
in value when interest rates rose more than 4% 
The company does not approve of this increase 
and occasionally refuses to provide continued 
supply to slower paying customers. 


The Vice President of an oil company reported 
that when banks are cutting their loans the corpo- 
ration attempts to reduce trade credit. One device 
used is to tell the sales department that dis- 
counts on sales which normally are granted on 30 
day terms, must be cut to 15 days. He reported 
that these efforts were not always successful, 


Other large firms make no change in their 
credit arrangements and do not encounter signifi- 
cant additional pressure during periods of credit 
restraint. 

The Vice President of a manufacturing company 

pointed out that their product is sold for cash 

with notes received from the dealers the day of 

delivery into their hands, Parts are sold on 15 

days credit, with occasional payment lapses by 

customers. The credit department does not allow 
much freedom and tight money has not caused 
noticeable pressure, 


The Treasurer of a pipeline company pointed 
out that accounts receivable do not vary with 
credit conditions with payments being received 
regularly, 


A company producing alcoholic beverages 
reported that the company sells only to the 10 
provincial liquor control boards, credit being 
granted on a 30 day basis, 


Other large firms have responded to pressure for 
increased trade credit during periods of restraint, 
The following examples are typical: 


A large retailer noted with some concern the large 
increase in time payment accounts in 1960; an 
increase unaccompanied by a commensurate in- 
crease in sales, This increase was attributed to 
the general tightness of credit in the economy, 


A chemical company found that it was extending 
extra credit to customers in times of credit restric- 
tion, particularly to a large portion of its customers 
in the textile industry. Even though interest was 
charged, the average age of accounts receivable 
increased noticeably during periods of credit 
restraint, 


A large metal manufacturing company indicated 
that severe competition in the industry made the 
question of policy in trade credit very difficult. 
Normally this company sells on terms of 30 days 
net, but as credit conditions tighten accounts re- 
ceivable tend to lengthen, For example, in October, 
1961 the average age of accounts receivable was 
30-35 days compared to the average in October, 
1962 of 46 days. The executive being interviewed 
attributed part of this lengthening to the overdraft 
restrictions implemented by the chartered banks 
in September of 1962. 


A food manufacturer with 10,000 customers said 
that the average age of accounts receivable varied 
with credit conditions, In October, 1962 this com- 
pany had a $300,000 note with its bank attribut- 
able mainly to the stretching out of the days out- 
standing of accounts receivable from 40 to 44 
days, 


An electronics manufacturer indicated that on 
the retail side of their business the average age 
of accounts receivable tends to lengthen as credit 
conditions tighten with 30 day accounts averaging 
about 40-45 days. As credit conditions ease the 
normal terms prevail again, 


A metal manufacturing company found that it has, 
of necessity, given more trade credit to some of 
its customers during periods of tight money. In 
most cases increased credit has not been explicitly 
granted; it has simply been a case of the customers 
being slow in making payments. It was noted that 
payments first became slower in 1956 and that 
outstanding receivables have remained large ever 
since, 


In other cases large firms have experienced an 
increase in trade credit granted but this has been 
independent of changes in credit conditions. 


The treasurer of a manufacturing company said that 
his firm considers that they have been ‘‘manoeuvred”” 
into extending more trade credit than they should, 
They often have to match the credit terms offered 
by competitors if they are to keep their market 
share. Credit was being provided which should 
come from longer-term sources. One of the banks 
had suggested to this company and others that 
the competitive use of trade credit was depriving 
the banks of their rightful business, 


Some executives of a metal manufacturing company 
said that their firm had become more lenient in 
dealing with its customers’ credit requirements, 
but emphasized that this was because the market 
for their metal had become a buyer’s market. Better 
terms must be given when there is excess capacity 
in the industry if the company is to maintain its 
Share of the market. In 1959 there was a coinci- 
dence of tight credit conditions in Canada and 
excess capacity in the industry. There were credit 
demands by their customers but the amount of 
credit extended by the company was largely deter- 
mined by the amount of excess capacity they had. 


In an interview with the President, Treasurer and 
Comptroller of a general manufacturing company the 
President pointed out that the extension of trade 
credit had become a sales tool in the industry. This 
was a development which he deplored. The Treasurer 
was of the opinion that the amount of trade credit 
provided by the Company did vary with credit 
conditions, but thought these variations were 
small compared with the large secular increase 
which had taken place since credit had become 
a competitive weapon. 


Many of the firms with assets between $5 and 
$90 million noticed their customers taking longer 
to pay their accounts. Some of these firms transmit- 
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ted the pressure to their suppliers by taking more 
trade credit; but on balance more than twice as 
many firms with assets $5—$90 million gave more 
trade credit to suppliers or customers than took 
additional credit by obtaining advances from 
customers or delaying payment to suppliers. For 
example, the raw uncorrected data from the mail 
Survey shows 12.7% of responders giving more 
trade credit in 1962 while only 5.3% suggest that 
they took more in that year. 


Among firms with assets under $5 million, a 
considerably higher proportion either give or take 
more trade credit when interest rates rise and 
credit is less available. Moreover, the percentage 
has been rising in successive periods of restraint. 
Uncorrected mail survey data indicate that the 
number of firms giving more trade credit has risen 
fron 10.2% in 1956 to 20.6% in 1962 while those 
reporting that they take more credit rose from 
10.2% to 15.1%. As indicated above these percent- 
ages require substantial downward correction as 
less than half of the firms later interviewed 
related their changes to a tightening of credit. 
The following examples indicate how subsequent 
interviews altered the interpretation put upon 
answers to the mail survey. 


The Secretary of a knitting mill reported on his 
company’s questionnaire that the firm had restricted 
the granting of trade credit in 1962 as a result, 
in whole or in part, of changes in the availability 
or cost of funds. In the subsequent interview, it 
turned out that trade credit had been restricted 
by the Secretary from his arrival in February 1962. 


The Treasurer of a food manufacturing company 
indicated in his firm’s questionnaire that they 
had allowed some customers to have more credit 
than usual in 1959-60 and 1962. In the subsequent 
interview, he pointed out that trade credit was a 
relatively minor problem since 97% of the com- 
pany’s business was with supermarkets, 


A mining corporation had reported an increase 
in trade credit granted during periods of restraint, 
but in the subsequent interview it turned out that 
98% of the firm’s output was exported and customers 
were unaffected by Canadian credit conditions. 


A small wholesaler indicated that his company 
had restricted the granting of trade credit in 1962 
in response to general credit conditions, but in 
the subsequent interview it turned out that many 
customers were put on a weekly payment basis 
in March 1962 when year-end figures showed 
accounts receivable to be high. 
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The following firms indicated that they had age of accounts to lengthen, They try to hold the 
taken more trade credit and had either given no line, but they are forced by competitors to grant 

i : : additional credit. The company does not attempt 
additional credit or had a mixed pattern of beha- 


. ; to press their own suppliers; all bills are paid 
viour on the credit-granting side of the business. promptly and in time to benefit from any discounts 


A small manufacturing company reported that they offered, 
often relied upon their suppliers for credit but 
more ingenious methods are used when the pressure 


A manufacturer of specialized building equipment 

pointed out that their accounts receivable tend 
on bank loans increases, In both 1959 and 1962 to lengthen when credit conditions tighten, despite 
they restricted the granting of trade credit con- the company’s efforts to establish some sort of 
siderably, although their reductions were intended ‘“‘cuaranteed payments arrangements’’. Their posi- 
to reduce bad debts as much as anything else, tion in the field is such that they can and do 
it threaten to withdraw their personnel from instal- 
got im touch with its English suppliers and ex- lation jobs if the customer falls too far behind a 
tended payment terms from the usual 30 days on Progress payments. In late 1962 the company’s 


Sight draft to 120 days. This lasted for about a accounts were averaging 64 days compared with 
52 days in late 1961. 


An importing company reported that in 1959 


year in 1054, The same happened in 1962, but by 
January 1963 the terms were back to normal, At 
the same time the company cut out some customers 
in order to keep accounts current. These were 
small retailers who made up about 1% of their 


A building materials company reported that their 
accounts in August, 1962 averaged 37.9 days 
compared with 34.7 days at the same date a year 
earlier, The increase in accounts receivable was 


customers, Some good customers were given help; financed through working capital and bank loans, 


10-15% being given extended credit up to 120 days 
instead of the regular 15-day credit period, 


A large processing company reported that when The information shown in Chart I indicates 
eo | Par ic?? > i ° . ° . 

rats leactagesunp ts ane eeepc rrrgec oe fe i how trade credit extended in a particular industry 
of 1959, they approached their bankers for an 


their line of credit, Dus to a variety responded to changes in credit conditions. The 


circumstances, the bank would only allow an chart shows that for a substantial group of firms 
additional $1 million, They then entered the com- reporting regularly on their accounts receivable, 


paper merket where they received the from wholesaling of plumbing and heating equip- 
the funds required. At the same time, 


> . ment to contractors, retailers and industrial firms, 
the took full adventage of the maximum terms 4 b b h : f 1955- 
offered by their suppliers. Previously, they had there has been a sharp rise over the period 
paid invoices weeks in advance of the due date. 1962, Superimposed on this upward trend in 
accounts receivable is a cyclical pattern quite 
The following firms, which were all interviewed, closely related to changes in the treasury bill rate 
indicated that they gave more trade credit during plotted on the chart. The accounts receivable data 
periods of restraint, although they did not take shows the average number of days sales outstand- 
additional credit. ing for the reporting firms, adjusted to remove 
A Firm menefectering besting products find they have seasonal components and with random fluctuations 
to teke up the sleck because of the trade financ- smoothed out. The relationship between the 
ing of the smell contractors whoaeretheir major treasury bill rate and the extension of trade credit 
ws tomers. “Our furnace dealers have nothing. 


by a selected group of wholesalers is clearer 
between 1955 and 1959 than thereafter. For the 


c v3 & 
We scream more when credit gets tighter, but in 


meny cases ere forced to extend more credit in 

some cases in order to obtein the business, The period 1960-1962, the reductions in the treasury 
overall effect on our accounts receivable is prob- bill rate are matched only by a slackening in the 
edly sot Gremetic.’’ They pointed out that their tate of increase in days sales outstanding, while 
customers were et «a disedvantage in that they the increase in treasury hill fates in 1600 
could only borrow on their accounts receivable : i 3 

es compered with menufecturers who cen assign accompanied by an increase in the amount of trade 


Gierie iereeudteries. credit extended. From the nature of the question- 
, naire and interview evidence, it appears that this 
A mennfecturer of consumer durables pointed tt £ F i a ; f 
out thet ebout one-third of the company’s output pattern of trade credit experience of a group 0 
alexs, When credit cumliticas wholesalers is not untypical of that of firms in 
tighten, there is a definite tendency for the average several industries. 
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CHART 1} 


COMPARISON OF TREASURY BILL RATE AND TRADE RECEIVABLES 
OF PLUMBING AND HEATING WHOLESALERS 


56 AVERAGE NUMBER OF DAYS OF SALES 
OUTSTANDING ON ACCOUNTS RECEIVABLE! 


Seasonally Adjusted 


54 


52 


1955 1956 1957 1958 


1. Source: The Canadian Institute of Plumbing and Heating 


(d) Restricting Dividends 


One way of conserving cash when funds are 
not easily forthcoming from the usual external 
Sources is to keep dividend payments below what 
they would otherwise have been. 10% of firms 
under $5 million, and 6% of those over, suggested 
that they restricted the payment of dividends 
during 1959-60. Interviews indicated, however, 
that in almost all of these cases the decisions 
taken on dividends were independent of the cost 
or availability of funds. The following examples 
are typical. 


TREASURY BILL RATE 


60 


58 


56 


54 


I959 I960 I96| I962 


The Vice-President of a small manufacturing 
company indicated on the firm’s questionnaire 
that the payment of dividends had been restricted 
in 1962 as a result of changes in the availability 
or cost of funds, In the subsequent interview, 
he pointed out that 1962 was the first year in which 
the company had net earnings for dividends and 
it was thought best to plough them back. 


The President of an importing firm had indicated 
that the payment of dividends had been restricted 
in each of the periods of credit restraint. When 
interviewed, he indicated that no dividends had 
been paid since 1956 and there had thus been no 
change from periods of credit ease to periods of 
credit restraint. 
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The Secretary Treasurer of a hardware company 
had shown a restriction in the payment of dividends 
for 1962. In the subsequent interview, he pointed 
out that the 1962 dividend was skipped because 
earnings were low, and that there was no tie-in 
with general credit conditions, 


Of the few firms which did reduce their 
dividends in part because of lessened availability 
of credit most were small, fairly closely held 
companies or wholly owned subsidiaries, The 
larger firms with widely traded stock often explain- 
ed that they did not feel themselves free to 
reduce dividends except under exceptional circum- 
stances and thus could not treat dividends as a 
variable which could be adjusted to current cash 
requirements. The following two examples indicate 
the nature of the decisions taken. 

The President and Vice-President of a utility were 

interviewed and questioned on the positive answer 

they had given to the question on the restriction 
of dividends in 1959-60. They reported that the 
company’s shortage of cash in 1959 led them to 


speed up the collection of receivables and also 
to postpone the declaration of a dividend increase, 


The President of a foreign-controlled manufacturing 
company indicated a considerable measure of 
responsiveness to changes in credit conditions 
on his firm’s questionnaire, The firm had borrowed 
abroad in 1957 and 1959 and had issued shares in 
early 1960 partly because of the thinness of the 
market for borrowing in early 1960. The preferred 
dividend was passed in May 1962 to ease their 
caSh position and was subsequently paid at the 
end of the year, 


(e) Commercial Paper Market 


One of the most important financial changes in 
recent years has been the development of the 
commercial paper market. Statistics on the growth 
of this market are presented elsewhere in this 
volume and indicate the rate at which it has 
grown. Some firms have resorted to the issuance 
of commercial paper when funds have been difficult 
to obtain from usual sources, but the most frequent- 
ly cited reason for entering the market has been 
the opportunity presented to borrow funds at rates 
Significantly lower than bank lending rates. The 
following examples show how the commercia!] 
paper market has been used either as a substitute 


for other sources of funds during periods of 
restraint or how connections with this market have 
been established in order to avoid difficulties in 
future periods of restraint. 


A large food manufacturing company in the midst 
of a major expansion in 1959 found that a com- 
bination of higher than anticipated construction 
costs, involuntary inventory accumulation and a 
price war forced them to seek additional credit of 
$5 million. Their banker would ordinarily have 
supplied the necessary funds, since the total amount 
needed was below previous borrowing. On this 
occasion, the bank, citing their own tight cash 
position as the reason, granted a loan of $1 million 
instead of the $5 million requested, The company 
then turned to the commercial paper market where 
they obtained the necessary funds without difficulty, 
This company has subsequently become a large 
lender in the commercial paper market. 


An engineering contracting firm, normally a heavy 
bank borrower, entered the market in early 1962 to 
“take advantage of the lower interest rates,”’ 
This action was taken despite active discourage- 
ment by their bank and they subsequently withdrew 
from the market in order to maintain good relations 
with their bank, In mid-1962, however, they re- 
turned to the market with the full consent of the 
bank and to date (Autumn 1962) have been borrow- 
ing at the rate of $5—$7 million in the commercial 
paper market. 


A milling company entered the commercial paper 
market in 1959 and at present the company is 
authorized to borrow up to $6 million in the market, 
Their borrowing in this market has varied between 
$1 million and $6 million at rates from 234% to 514% 


An integrated oil company, which in 1959-60 
borrowed over $1 million from a trust company at 
6%4% due to bank tightness, subsequently became 
a borrower on the short-term paper market to avoid 
a repetition of earlier difficulties. 


Other firms reduce their commercial paper 
borrowings and increase their bank borrowing 
when the spread narrows between rates for bank 
loans and short-term paper rates. 


A textile company seeking to secure short-term > 


funds at the least cost, entered the commercial 
paper market in mid-1960 and participated in this 
market until mid-1962 when the differential be- 
tween the short-term market rate and the bank lend- 
ing rate was no longer significant. They borrowed 
around $3.5 million from May 1960 to the end of the 
year, around $5 million in 1961, and $1.5 million 
in early 1962, According to their calculations, the 
interest saving effected in 1961 was $18,000. 


A large retailer shifted from the short-term 
market to the banks during the tight money periods 
of 1956 and 1959, During these periods the rates 
in the short-term market rose Sharply and the com- 
pany turned to the banks for a large part of their 
financing, 


A large manufacturing company reported that in 
times of relatively easy credit and low interest 
rates, as in the early 1950’s, the company tended 
to issue its own commercial Paper, finding this 
method about 114% cheaper than borrowing from the 
bank, Credit conditions such as those existing 
in August 1962 meant that rates on commercial 
paper Similar to that issued by the company were 
only %4% to %4% lower than the bank borrowing rate, 
The company therefore tends to borrow from the 
bank and if in need of temporary finance under 
credit conditions like those of August 1962, would 
probably use the bank rather then the short term 
paper market. Even though the bank has on oc- 
casion suggested that the company free its line 
of bank credit, and even though the company wishes 
to avoid ‘‘embarrassing’’ the bank, the opinion was 
expressed that the company expected to find no 
difficulty in getting the necessary line of credit 
from the bank, 


In some of the above examples, firms have 
clearly been anxious to maintain good relations 
with their banks when they make use of the short- 
term paper market. In some cases, this means that 
close calculations are not made of the savings 
which can be effected but fairly arbitrary divi- 
Sions are made between bank borrowing and 
commercial paper borrowing. 

A manufacturing company indicated that however 

attractive the rates in the short-term money market, 

the company always borrows 50 per cent of its 

Short-term funds from the bank to reward the bank 

for maintaining a line of credit, which the company 

views almost as a condition of its paper being 
acceptable in the short-term market, 


(f) Debt and Equity 


One of the possible financial reactions to 
credit restraint listed on the questionnaire was 
the decision to issue share capital rather than 
bonds or other fixed interest obligations. This 
was included to take into account the fact that in 
part of the periods 1955-57 and 1958-59 the prices 
of equities were rising when the prices of bonds 
were falling. In these circumstances, corporations 
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might have found themselves able to issue equi- 
ties when bond markets were relatively unattrac- 
tive. In 1962 there was a major decline in the stock 
market just priorto the measures taken to increase 
interest rates and therefore both the stock and 


bonds markets were depressed during the same 
period. 


In the case of corporations whose shares are 
not traded, the infusion of new equity capital by 
the owners provides an alternative source of 
funds during a period when external borrowing 
conditions are unfavourable, 


In the event the questionnaire and interview 
evidence indicates that a relatively small fraction 
of both public and private corporations issued 
equities to avoid high interest rates in 1956, 
1959 and 1962, Among the firms with over $5 
million in assets, 24% suggested that the issu- 
ance of equities in 1959-60 was related to the 
prevailing high interest rates, while 114% of the 
respondents in the small firm sample gave a simi- 
lar response. When the positive responders were 
interviewed, it was found that very few cases 
could be found where a clear-cut decision had 
been taken to issue equities as a substitute for 
borrowed funds because of high interest rates. 
The following cases are at least partial exceptions. 


The President of a medium-sized manufacturing 
firm pointed out that their decision to issue addi- 
tional share capital in 1960 was influenced by the 
thinness of the market for borrowing in early 1960. 


The President of a utility which had offered 
rights issues ineachofthe recent periods of tight 
money reported that it was more than a coincidence 
that the company had used this method of financing 
in the years during which conditions in the bond 
market were particularly difficult, The company 
has a general financing rule that funded debt should 
not provide more than 50% of total long-term financ- 
ing. Their policy is to issue equity frequently 
enough so that in any given year the company’s 
equity to debt ratio is large enough to allow them 
to adopt whichever kind of outside financing is 
more advantageous in that particular year, 


The Treasurer of one large company reported that 
in 1958, when they had a need for substantial 
quantities of outside funds, they were faced with a 
bond market which did not seem receptive to their 
issues, They found that the market was thin and 
their needs were large. These two reasons, coupled 
with the bullish stock market at that time, induced 
them to make a rights issue. Since they anticipated 
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that the difficulties of raising new funds would 
not be less in 1959 than in 1958, they made the 
issue a large one, This helped to take care of their 
needs in 1959, but since they judged that funds 
were unavailable on feasible terms in 1959 they 
made some cuts in capital expenditure in that 
year, 


Some firms whichissued bonds in 1956-57 attempted 
to obtain lower rates by attaching conversion 
privileges, thus taking some advantage of the 
relatively more buoyant conditions in the equities 
market. 
The Treasurer of a large primary processing firm 
noted that convertible debentures were relatively 
more advantageous than non-convertible debentures 
in periods of tight money. The high interest rates 
prevailing in 1956 were in part responsible for 
the issuance of convertible debentures rather than 
non-convertible fixed debt. He went on to say that 
when ordinary bond rates were as low as 4%, the 
company would not consider using convertible 
debentures as it did not wish to water down its 
equity more than necessary. 


The choice between debt and equity was discussed 
with the financial officers of a number of equity- 
isSuing corporations and their analysis of the 
determinents of this choice helps to provide an 
explanation of the relatively small degree of 
Switching from bonds to equities as a source of 
funds when interest rates rise in the short run. 
The view commonly held was that equity finance 
was considerably more expensive than debt finance, 
but there was an unwillingness to issue debt 
beyond the extent dictated by their own standards 
of an appropriate debt-equity ratio or that sug- 
gested to them by their financial advisors. 


The chief financial officer of a company which 
was redeeming preferred shares during the 
nineteen-fifties pointed out that they made a series 
of rights issues during that period in order to allow 
the equity to debt ratio to be maintained. He 
pointed out that even though the issuance of rights 
is considered to be a far more expensive source of 
finance than bonds, the company does not hesitate 
to issue them whenever more equity is required to 
balance the ratio. Since there is a limit to the 
size of a rights issue which can be made at any 
one time, the company will often make rights 
issues in the years immediately preceding the 
periods of heavy capital expenditures, so that 
over-heavy use will not have to be made of the bond 
market or capital market in the year that the big 
expenditures are incurred, 


The President of two associated companies 
pointed out that these companies used the 
discounted cash flow technique for evaluating 
major projects, and added: ‘‘The D.C.F. method 
is applied on an after-tax basis and compared 
with the cost of capital, The cost of capital is 
based sn for’ raieieieneters ise » on a capital structure 
of 70% debt and 30% equity, and in........... alereee 
on 60% debt and 40% equity. Debt is considered 
to be about 3%, on an after-tax basis, and a return 
on equity of 15% is deemed desirable. An allow- 
ance is made for non-return projects of about one 
and one-half percentage points. This gives a 
minimum rate of return of about 12% for........... 
wa Statens eheneter ete ss is at the present time consider- 
ing whether its minimum return should be slightly 
lower’, In the interview it was pointed out that 
to date the rate of return within the company for 
which 12% was the goal, was 7%-8% on equity 
after tax, 


The Treasurer of a company which had a rights 
issue in 1956 pointed out that their decision to 
obtain funds through the issue of equities rather 
than bonds was not taken because interest rates 
were too high but because an increase in the funded 
debt of the company at that time would have raised 
the debt-equity ratio above the level considered 
proper by the firm’s management. The fact that a 
high proportion of this issue was taken by the 
firm’s parent in the United States was considered 
to be a natural consequence of the high proportion 
of the firm’s equity held by the parent rather than 
a recourse to foreign sources of funds during a 
period of tight money in Canada. 


Other Financial Changes in Response to Credit 
Restraint 


Borrowing abroad, the use of sale and leaseback 
financing, an expansion in trade credit, reductions 
in dividends, resort to the commercial paper 
market and the issue of equities rather than fixed 
interest obligations, are only some of the finan- 
cial changes which have been made in response to 
credit restraint. The following examples indicate 
the nature of other changes in financial arrange- 
ments which have been made in response to 
tighter credit conditions. 

‘Unable to arrange satisfactory long-term financ- 

ing at or near bank rates, Had to arrange 7-year 


debt ($350,000 in 1962) with finance company at 
10%’’. (Metal manufacturing) 


‘In 1960 we tried, unsuccessfully, to borrow 
$200,000 from our bankers, We were eventually 


able to raise that amount by the issue and sale 
of 7% First (Closed) Mortgage Sinking Fund Bonds.,’’ 
(Mining) 


‘‘Through an indication of some tightness by our 
Bankers in 1950, we sold all of our buildings and 
re-leased, Amount involved 
$1,000,000.’’ (Automotive supplies) 


approximately 


“Obtained personal loans of $35,000 in 1959 and 
1960’’, (Shoe retailing chain) 


‘«... the Trade has contracts awarded to it as 
much as 8 months in advance. Due to the current 
influx of school contracts the volume had taken 
a significant increase, The sudden decrease of 
available funds (1962) was felt in the area of: 
(a) Bank Financing—none available to finance 
increased receivables; 
(b) Customers—delayed payments causing an even 
greater burden on receivables, 


The result is that funds are not available for 
acquisitions of significant capital assets. In 
addition, the strain is so severe that cash dis- 
counts could possibly be lost. The industry had 
too narrow a Profit Margin to forego cash discounts, 
No action can be taken to remedy the situation.”’ 
(Contractor) 


‘‘Made personal and family funds available (1957, 
1959, 1962)... Our bank credit is to the greatest 
extent used to finance our accounts receivable 
which in September of each year amount usually 
to over half a million dollars. In past five years 
the average terms taken by our retail customers 
have increased from 35 days to 55 days (our terms 
are net 30 days), This is either due to limitation 
of bank credit being given to our retail customers 
or due to their reduced liquidity. Our borrowing 
power must be reserved to take care of this situation. 
If we could borrow against our plant and machinery, 
which has an appraisal value of $500,000 plus — say 
$300,000 on a serial basis for 10 years at 1% over 
the bank rate without incurring excessive ‘‘under- 
writer’? charges — much could be done.’’ (Knit 
goods) 


The Financial Response to Credit Ease 


In the mail survey, firms were told that ‘‘In 
1961 and early 1962 funds became more available 
and interest rates decreased in Canada’’, They 
were then asked: ‘‘Were these changes in the 
availability or cost of credit in whole or in part 
responsible for leading your firm to: (a) Change 
your sources of external finance? (b) Accelerate 
your capital expenditure programme? (c) Implement 
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new plans to purchase capital assets? Relatively 
few firms responded to this question in the mail 
Survey and few cases were found among the firms 
interviewed which indicated a positive response 
to credit ease in this or other periods. The follow- 
ing examples of changes in financial arrange- 
ments in response to easier credit conditions in 
1961-62 are drawn from the mail survey and the 
interviews. 


‘Through the use of short-term promissory notes, 
free funds of other industrial companies have been 
employed at advantageous interest rates in lieu 
of current bank borrowing.’’ (Industrial materials) 


**Borrowed more heavily from ‘‘street’’? at lower 
rates than from Bank.’’ (Construction materials) 


**More short-term money at less than bank rates.’’ 
(F ood) 


‘During the early part of 1962, when consider- 
ably more credit was available at a reasonable 
rate, we were able to undertake new short-term 
financing in the amount of $3% million at 6% 
Because institutions had funds available at that 
time and it was possible to borrow at a reasonable 
rate of interest, we decided to proceed with a 
debenture issue for the purpose of financing the 
purchase of one of our manufacturing facilities 
which had previously been leased from our parent 
(U.K.) company. Approximately 60% of the total 
amount was used to finance this purchase, and the 
balance was applied in reduction of bank indebted- 
ness,’’ (Appliance manufacturer) 


**Part of short term funds for our subsidiary were 
obtained from commercial paper market, Also in 
part prompted our subsidiary to obtain long-term 
funds to improve financial structure.’’ (Machinery) 


‘*Availed ourselves of short-term market.’’? (Hard- 
ware) 


**Larger use of bank credit.’’ (Machinery) 


‘fA Canadian bond issue was sold in spring 1962 
to repay a U.S. bond issue made in 1957 and matur- 
ing in December 1962.’’ (Power) 


‘Short term borrowing from chartered banks was 
decreased in favour of commercial paper.’’ (Grain) 


**To obtain portion of borrowing requirements in the 
short term money market previously obtained from 
our bankers.’’ (Engineering) 


**Partial change from Bank Demand Loans to short 
term commercial loans.’’ (Appliance manufacturer) 


“"Bond issue December 1961 to consolidate capital 
and pay off existing indebtedness, $15,000,000,” 
(Milling company) 


350 ROYAL COMMISSION ON BANKING AND FINANCE 


‘‘Debentures were issued in the amount of 
$5,500,000 to eliminate short term bank indebted- 
ness, bank term loans and former debentures and 
to supply approximately $1,500,000 additional 
funds.’’ (Construction materials) 


CONCLUDING COMMENT 


This brief review of the financial responses 
of corporations to changes in credit conditions 
provides little more than an introduction to the 


subject. The main purpose of the corporate survey 
was to isolate the effects of credit conditions on 
expenditure on goods and services, and the 
information gathered on financial reactions, 
although necessary and important, was a by- 
product of the process. Much work remains to be 
done in this area, and with new statistical data 
on the horizon, the use of a combination of 
research techniques should yield in the future a 
thorough treatment of issues which are merely 
touched upon in this chapter. 


SOL 
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CHAPTER VI 


CREDIT CONDITIONS AND CORPORATE 
EXPENDITURE ON PLANT AND EQUIPMENT 


In the preceding chapter some indications 
have been given of the way in which the financial 
arrangements of corporations have responded to 
changes in the financial system. So many inter- 
esting questions arise in explaining the way in 
which financial institutions respond to the 
actions of the authorities and the way in which 
the financial arrangements of individuals, cor- 
porations and governments respond to changes 
in the financial system that it is easy to fall 
into the trap of believing that this is what 
monetary and debt policies are all about. Up to 
a point there is something in this view. To the 
extent that monetary and debt policies are 
directed towards altering the flow of capital 
across international borders and thus to affect- 
ing the exchange rate or the exchange reserves 
or both, the financial responses to changes in 
these policies are of prime importance. To the 
extent, however, that monetary and debt policies 
are used to exercise a direct effect on the level 
of expenditure on goods and services then the 
repercussions in the financial system and in the 
financial arrangements of individuals, corpora- 
tions and governments are merely intermediate 
steps. The crucial step occurs on the borderline 
between the financial system and the ‘“‘real’’ 
economic system where decisions on expenditure 
on goods and services are or are not affected by 
changes in financial conditions. There has often 
been a surprising lack of interest in this last 
crucial step among those concerned with mone- 
tary matters and casual judgments on this issue 
have been added to very close and careful 
analyses of the responsiveness of parts of the 
financial system to the actions of the authorities, 


Anyone who attempts to disentangle the ef- 
fects of credit conditions from all the other 
influences bearing on capital expenditure on 
plant and equipment can sympathize with those 
who have shied away from this question. There 
is a certain neatness and regularity in the way 
in which parts of the financial system respond 
to the actions of the authorities. Moreover, 
there is a constant and rapid feedback of infor- 
mation and the authorities by trial and error, or 
what is more reassuringly described as ‘‘suc- 
cessive approximation’’, may frequently be able 
to bring about the adjustments in credit condi- 
tions they seek. There is little neatness and 
regularity, however, on the border between the 
financial system and the ‘‘real’’ system. Fine 
adjustments of the financial system may not 
lead to any discernible response in the real 
system. Major changes in credit conditions do 
have effects on expenditure, but both the change 
in credit conditions and the resulting effects on 
expenditure are normally spread over a consider- 
able period. In any one economic expansion 
there is generally only time for one major trial, 
and if that happens to be an error then monetary 
and debt policies as far as that expansion is 
concerned will have impeded rather than con- 
tributed to the achievement of the objectives of 
policy. 

This suggests a certain bluntness and crudity 
in monetary and debt policies when viewed in 
terms of their effects on expenditure, and this 
is also a characteristic of the distribution of 
their impact among firms. There is strong evi- 
dence that the capital expenditures of many 
firms are unaffected directly by short run changes 
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Theory of Employment Interest and Money was 

as follows: 
‘¢.., I define the marginal efficiency of capital as 
being equal to that rate of discount which weuld 
make the present value of the series of annuities 
given by the returns expected from the capital 
asset during its life just equal to its supply 
price.’’ (p. 135) 


If S is defined as the supply price of the plant, 
equipment, associated working capital and other 
expenses of the project, the Q’s represent the 
gains to the company arising out of the invest- 
ment and ris the rate of discount which equates 
the present value of the Q’s with S, then 


A teen ening hes 
“(1+r) (1+r)? (148) (14r)n 


If S, the current supply price of the capital 
asset is known and estimates are available for 
the Q’s, then it is possible to solve for r, the 
marginal efficiency of the capital asset. 


If there is sufficient information available 
about the range of investment opportunities open 
to a firm, an investment demand schedule can 
be built up showing the increasing amount of 
investment a firm is prepared to make the lower 
the minimum rate of return it is prepared to 
accept. If the minimum rate of return is a high 
one, then the amount of capital investment the 
firm is prepared to make will be small. As the 
required rate of return falls, a larger investment 
programme becomes feasible; thus the invest- 
ment demand schedule can be expected to be 
downwardesloping to the right. 


What then is the likely shape of the supply 
curve of funds to firms? In Keynes’ analysis the 
supply curve was taken to be a horizontal line 
with the intercept equal to the current rate of 
interest. The intersection of this supply curve 
and the investment demand schedule determined 
the level of investment. As Keynes put it: 

‘*Now it is obvious that the actual rate of current 

investment will be pushed to the point where there 

is no longer any class of capital asset of which the 
marginal efficiency exceeds the current rate of ine 
terest. In other words, the rate of investment will 
be pushed to the point on the investment demand 
schedule where the marginal efficiency of capital 
in general is equal to the market rate of interest,’ 
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Keynes was well aware of some of the simpli- 
fications he was making, and qualifications to 
this way of describing both the investment 
demand schedule and the supply of funds can 
be found elsewhere in the General Theory. Over 
the years it has become widely recognized that 
many firms regard the supply of funds to them as 
increasing in cost as additional amounts are 
obtained. If the amount required is small, this 
can be provided from internally generated funds, 
and for a variety of reasons firms may regard 
these funds as relatively inexpensive. If a firm 
needs to finance externally, it may choose sev- 
eral sources and several types of borrowing 
instruments. For limited amounts it may be able 
to use bank finance or issue debt instruments, 
but if its external needs are heavy it may need 
to raise additional equity capital in order to 
maintain what it or its financial advisers con- 
sider to be an appropriate debt-equity ratio. It 
may find, therefore, that the more funds it needs 
to raise externally, the more it has to rely on 
relatively expensive sources. For many firms, 
the supply schedule of funds for investment is 
thus upward-sloping to the right. 


After this brief digression on the way in 
which the demand and supply schedules of in- 
vestment are derived, we can return to the 
central thread of the discussion. As pointed out 
above, a firm will be insensitive to changes in 
credit conditions, either because it fails to take 
into account increases in the general cost of 
funds, i.e. fails to shift the supply curve, or 
because its investment demand schedule is 
perfectly inelastic over the relevant range. We 
shall first discuss the reasons for insensitivity 
on the supply side and then discuss some of 
the evidence indicating the reasons for lack of 
responsiveness on the side of demand. 


Insensitivity on the Supply Side 


The simplest explanation for insensitivity to 


changes in the cost and availability of funds 
would be that such changes had passed unnoticed 
by many firms. The methods used in carrying out 
this survey were not well-designed to test this 
point, but the general impression we obtained 
is that reflected in the analysis of the previous 
chapter. Small and temporary changes in the 


in credit conditions. These firms have had 
plans for the purchase of plant and equipment 
prepared prior to a period of credit restraint. 
They have made no changes in these plans and 
have carried them through to completion despite 
the change in credit conditions. In other cases 
the evidence is almost equally clear that capital 
expenditures have been altered by a change in 
credit conditions. Plans have been made, but a 
tise in interest rates or the inability to obtain 
funds on an acceptable basis has led to a 
curtailment in expenditure which can be iden- 
tified as to amount and timing. In some other 
cases the position is much less clear. Changes 
in plans have occurred, but there have been 
many factors at work. General credit conditions 
have played some part in the decisions, but 
their exact importance is in doubt. 

A detailed discussion of the distribution of 
the effects of monetary and debt policies on 
firms in particular industries, located in partic- 
ular regions, of various size classes and dif- 
ferent countries of ownership will be provided 
in the next chapter. In the present chapter we 
shall discuss the reasons for lack of response, 
provide some evidence of the changes in credit 
conditions which firms said would be necessary 
to elicit a response, indicate the nature of the 
positive responses to changes in credit condi- 
tions and describe the way in which the evidence 
was used to indicate the aggregate response in 
a particular period. 


Insensitivity to Changes in Credit Conditions 


The economists who took part in this survey 
at first found the insensitivity of many firms to 
changes in credit conditions puzzling and even 
exasperating. Many readers of this report will 
probably share this reaction. After all, we live 
under a price system and unless the units of 
that system respond to price changes, the sys- 
tem will not function. The price of funds is an 
important price and if an increase or decrease 
in this price fails to lead to changes in the 
decisions of corporations, the marginal adjust- 
ments one anticipates in the operation of a 
price system are not occurring. As we became 
more familiar with the way in which firms 
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reached decisions on capital investment, it 
became easier to understand why this kind of 
insensitivity existed and why a limited response 
was not inconsistent with other evidence on the 
way in which a price system operates, 


The factors contributing to insensitivity to 
short-run changes in credit conditions (and these 
are the changes which were assessed in this 
Survey) can perhaps be most easily illustrated 
by using an overesimplified framework within 
Which the decision to carry out a capital ex- 
penditure is made to depend upon a balance 
between expected revenues and expected costs. 
This, in effect, converts the problem into a 
demand and supply problem, the investment 
demand schedule being constructed by adding 
together all the capital expenditures for a stated 
period which promise a rate of return equal to or 
higher than a particular rate, and the supply 
schedule representing the marginal cost of funds 
(for varying amounts) made available to the firm 
during the same stated period. Changes in credit 
conditions initiated or acquiesced in by the 
authorities are in the first instance designed to 
bring about avertical shiftin the supply schedule 
of funds. If this in fact occurs and the invest- 
ment demand schedule is downward-sloping to 
the right, a reduction in capital investment will 
occur. If a reduction in investment does not take 
place, this must mean that either the firm does 
not make any adjustment in its estimate of the 
cost of funds or, if such a shift occurs, the in- 
vestment demand schedule over the relevant 
range is perfectly inelastic. We have encountered 
many cases which can be classified in one or 
the other of these categories, but before review- 
ing this evidence some general observations 
are in order on the derivation of the demand and 
supply schedules relevant to investment de- 
cisions. 

The investment demand schedule encountered 
in most discussions of the effects on investment 
of changes in interest rates and the availability 
of credit derives from Keynes’ concept of the 
marginal efficiency of capital. This was an 
adaptation (and for some purposes a less ade- 
quate form) of a device which had been used by 
earlier economists in the analysis of investment. 
Keynes’ definition of the concept in The General 
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direction of restraint may well pass unnoticed 
or attract little attention, but decisive changes, 
such as those of 1956-57, 1959-60 and 1962, do 
have an impact on corporate executives, partic- 
ularly on the financial officers. It is less easy 
to offer evidence on movements in the direction 
of credit ease. As indicated earlier, the two 
periods of credit ease, 1957-58 and 1961-62, 
which fell within the period covered by the 
survey, were temporary and only partial reversals 
of previous periods of restraint and do not 
provide reliable guidance to the effects of 
changes which are more decisive. 

If firms were aware of decisive shifts in the 
direction of restraint, why was there frequently 
an apparent disregard of these changes when 
firms considered their own cost of funds? One 
reason frequently given by firms was that they 
did not borrow externally. This, however, is a 
reason which was queried. Most the firms which 
were not borrowers were net lenders and if 
higher yields could be obtained from financial 
assets, this meant a rise in the opportunity cost 
of funds for expenditures on plant and equipment. 
It was found that while in some cases the rela- 
tionship between the earnings which could be 
obtained from the firm’s portfolio of financial 
assets and the anticipated returns on invest- 
ment in plant and equipment played some part 
in decisions, the effects of credit conditions 
through this channel appeared to be very weak. 
Many executives stressed that they were running 
a producing company and not a financial insti- 
tution. The following examples are typical: 

In an interview with the Treasurer and Assistant 

Treasurer of a large utility there was some dis- 

cussion as to whether the low return on invested 

capital (about 5%) would cause them to be more 
tempted than other firms to invest in financial 
assets during periods of high interest rates. The 

Treasurer was emphatic the company was a -------- 

and not a financial institution and that changes 

in the relative rates of return on plant and equip- 
ment and financial assets could not induce the 


company to defer capital expenditures in favour 
of purchasing financial assets. 


The Vice-President Finance of a large primary 
processing firm wrote as follows: ‘‘Although the 
Company’s capital expenditures for many years 
have been well below the internal generation of 
funds, it has never been a policy on the part of 
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the Company to keep capital expenditures within 
such a limit, since it is believed funds could be 
readily raised from outside sources if required. 
However, market rates of interest do not have any 
direct bearing upon the Company’s capital pro- 
gramme. The Company appears to be one whose 
capital expenditure programme is generally designed 
independently of conditions existing in financial 
markets.’’ This company has on occasion borrowed 
substantial amounts from its bank and from the 
market. It was suggested that if market rates of 
interest became very high indeed (in the neigh- 
bourhood of 9% or 10%) the opportunity cost of 
funds employed in financial markets would become 
close enough to the net return earned on assets 
employed in their primary operations that the 
company would seriously consider employing their 
funds in financial markets rather than under- 
taking certain projects. 


Other firms were less explicit in discussing 
the relationship between the rate of return on 
plant and equipment and the rate on financial 
assets but clearly were of the view that their 
lack of reliance on the market for funds meant 
that changes in general credit conditions had no 
direct effect on them. 

The Vice-President of a large Canadian subsi- 

diary of an American firm pointed out that they 

had a good deal of autonomy in reaching deci- 
sions on capital expenditure. He suggested that 
that since the company had had no external debt 
since 1956 changes in credit conditions had not 
affected them. The Company’s policy of paying 
only small dividends to its parent has left the 
firm with a flow of cash from internal sources 
large enough to finance all normal capital ex- 
penditure and permit loans to other enterprises. 
Individual divisions of the company are given a 
good deal of freedom in reaching decisions on 
capital expenditures under $50,000 and heads of 
divisions are in part judged on the trend of profit- 
ability in their divisions. The cost of funds plays 
no part, however, in the profit calculations of 
individual divisions and changes in credit condi- 
tions are unlikely to have any effect other than 
through influencing sales. It was thought that 
there were some customers whose purchases of 
some goods were deferred during periods of tight 
credit, but he doubted whether such influences 
could be considered significant. 


**All capital expenditures paid out of current 
or accumulated earnings, the cost or supply of 
external funds has not been a factor.’’ 


‘We have sufficient capital to take care of any 
possible capital expenditures we have in mind so 
that we are not depending on outside financing.”’ 


The President of an oil company pointed out that 
the company’s expenditure had never been af- 
fected by Canadian credit conditions. The firm 
obtains all of its funds by internal generation or 
by advances from the parent company. At the 
moment they are currently generating more cash 
than they require and it is being used to reduce 
the balance of the loan from the parent company. 


A manufacturing and distributing company reported 
as follows: “The determining factor with regard to 
our company is the availability of funds to our U.S. 
Parent ---------- Co. During the last 10 years our 
Parent Co. has had adequate funds and therefore 
as long as we could show a reasonable rate of 
return for the funds we requested, the cost of funds 
in Canada was of little consequence.’’ 


Many companies considered that the question- 
naire was entirely irrelevant since they financed 
internally. The following examples are typical: 

The comptroller of a manufacturing company 


indicated N.A. or nil to all questions on the 
response of the firm to credit restraint or credit 
ease and indicated in several places that the 
explanation of their answers was that their 
‘financing is done from internally-generated 
funds.’’ 


The Treasurer of a manufacturing company pointed 
out that the cost of funds did not enter into his 
company’s calculations because ‘‘we use mainly 
internally generated funds.’’ Aside from major 
plant expansions it is company policy to spend 
only about one half of the annual depreciation 
allowance, 


For firms which borrow extemally there are 
a number of reasons why a change in the cost 
and availability of funds may have a much 
reduced impact on the relevant cost of funds to 
the firm. A good deal of the previous chapter 
was devoted to a discussion of the way in which 
the financial arrangements of firms are altered 
in response to a change in credit conditions, 
and it is evident that in many cases this is done 
to minimize the impact of general changes in 
interest rates and the availability of funds. A 
corporation which shifts its borrowing to the 
United States as a result of an increase in 
Canadian interest rates has partially insulated 
itself from the change. A similar dampening of 
the effects of monetary policy occurs when firms 
are successful in avoiding limitations on the 
availability of credit from one source by reliance 
on another. A company which cannot obtain 
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additional credit from a bank but succeeds in in- 
creasing the amount of trade credit it receives 
from its suppliers, can prevent the change in the 
availability of one type of credit from affecting 
its investment decisions, The evidence summa- 
tized in the previous chapter indicates some of 
the ways in which firms seek an escape route 
from limitations on the availability of credit 
from any one source of finance, 


Even though firms finance externally, they 
may do so for only a part of the funds they 
require for a particular project. In most circum- 
stances, firms finance their expenditures from a 
variety of sources, including retained earnings, 
equity issues and both long and short-term debt. 
Even if a change in interest rates does not 
cause the firm to alter the relative amounts 
of various types of funds used, a given change 
in the rate of interest on one type of security 
will not lead to the same proportional change in 
the weighted cost of funds, If account is taken 
of the firm’s ability to alter its finance mix, 
a change in the cost of one type of funds will 
have an even smaller influence on the weighted 
costs of funds relevant for reaching a decision 
on a particular project. 


Firms may limit the impact of monetary policy 
on the cost of their funds by shifting sources of 
finance and this impact may also be much reduced 
by the way in which firms time their borrowing, 
It has often been suggested that interest rates 
are not important in the assessment of short- 
lived projects, but can play a major role in the 
case of long-lived projects. If all investment 
projects were financed by selling bonds at the 
time the investment decision is made equal in 
amount to the cost of the project and equal in 
maturity to the life of the project, then a change 
in interest rates might be expected to have a 
greater impact on long-lived than on short-lived 
investments. But in general, long-lived projects 
are subject to a greater influence from changes 
in interest rates only to the extent that the tim- 
ing, size and maturity of the firm’s debt issues 
are tied to the characteristics of specific 
projects. A firm may have planned a long-lived 
project which is going to be put in place in the 
succeeding year or year and a half and may have 
decided to finance the whole project by long- 
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term borrowing of an equivalent amount. If there 
is then a sharp increase in long-term interest 
rates and the decision on the method of financing 
remains unchanged, the full impact of the in- 
crease in long-term interest rates is transmitted 
to the cost of funds relevant for reaching a 
decision on the project. This may not lead to 
a change in plans, but if there is insensitivity 
it is not due to a lack of response on the supply 
side. 

Usually the situation is rather different than 
this. A firm may have planned to finance its 
investment programme at least in part by issuing 
long term bonds and may then be faced with a 
sharp increase in long-term interest rates. If the 
executives of the company believe this increase 
in long-term interest rates will be temporary they 
will tend to shift away from long-term financing 
with more reliance being placed on temporary 
accommodation, Thus instead of a shift in long- 
term interest rates leading to a rise in interest 
costs for the whole life of long-lived projects, 
in some cases it may only affect interest costs 
for a period of less than a year. In such cases 
the shift in the relevant cost of funds for evalu 
ating projects is a very minor one, The following 
examples illustrate this point. 

The Vice-President and Treasurer of a large 

primary processing firm pointed out that a change 

in the prevailing market rate of interest was less 
likely than a change of a similar size in most 
other expenses to cause a capital expenditure 
decision to be altered. This is because the 
interest cost which should be considered is that 
which will prevail throughout the lifetime of the 
asset in question, while the company considers 
that in the light of the way interest rates are 
presently used as a means of controlling the 
economy, current interest rates are unreliable indi- 
cators of the rates which will exist in the future. 
This uncertainty about the future level of interest 
rates is particularly noticeable in the long term; 
but it is only in the long term that interest rates 
have a noticeable effect on the rate of return 
which a project is anticipated to produce. Thus 
current changes in the market rate of interest are 


not considered to be of great importance in the 
making of capital expenditure decisions. 


The Comptroller of a primary producing company 
pointed out that the rate of return which a capital 
expenditure is expected to produce has not been 
altered in their firm in response to changes in 
market rates of interest. This practice was ex- 


plained in the following terms: ‘‘Any change which 
we can foresee (in interest rates) is going to be a 
short range change when compared to the life of 
the project.’’ It was suggested that changes in 
interest rates had some effects on attitudes but 
the quantitative importance of this was described 
as usually negligible. It was also pointed out that 
“if rates changed (upwards) by 1%, and we ex 
pected them to change back, we would put off 
long-term borrowing and would finance capital 
expenditures by using short term funds.” 


We have analyzed some of the reasons why 
changes in market rates of interest may not have 
marked effects on the supply price of funds rele- 
vant for reaching investment decisions within 
many firms. We now turn to a consideration of 
some of the factors leading to insensitivity on 
the side of demand, 


Insensitivity on the Demand Side 


If the supply price of funds relevant for 
reaching decisions on investment projects rarely 
changed in response to changes in market rates 
of interest we could conclude that monetary 
policy has no direct effects on investment with- 
out knowing anything about the nature of the 
demand for investment. But this is far from 
being the case. Our survey showed clearly that 
there are many firms for whom at least the tem- 
porary costs of finance change when credit con- 
ditions change. For some firms, the implicit 
cost of new outside funds has from time to-time 
become very high indeed because of limits on 
the quantities of funds available to them from 
the sources of finance of which they are aware. 
For other firms a rise in interest rates has meant 
at least a temporary increase in interest pay- 
ments or a rise in the opportunity cost of funds 
invested in security portfolios, An analysis of 
the effects of credit conditions on the expend- 
itures of these firms requires an examination of 
the elasticity of the schedule of the marginal 
efficiency of investment. 

Our research confirmed some of the generale 
izations commonly made about the elasticity of 
investment demand and some reference will be 
made to these broad considerations in the suc- 
ceeding section on uncertainty and insensitivity. 
Our work in addition suggested some additional 
points which have not been emphasized in the 
past. We are interested in knowing how sensitive 


the volume of investment is to changes in the 
discount rateused (either explicitly or implicitly) 
in reaching decisions on proposed expenditures. 
Let us suppose, for example, that a change in 
credit conditions raises the discount rate appro- 
priate for evaluating costs and revenues ex- 
pected in the near future but does not affect 
expectations about the availability and cost of 
funds beyond a limited future period, Such a 
change would encourage the postponement of 
projects whose early cash requirements were 
high and whose expected return would not suffer 
from postponement. The projects which would 
not be postponed would be those whose rate of 
return would be seriously affected by delay. 


Projects which fall into this class include 
those projects which are partially complete. In 
most of the firms studied, the postponement of 
the final outlays on a project which was almost 
completed would considerably affect the ex- 
pected rate of return. On the mail questionnaire, 
fims were asked the following question: “‘If 
increases in the cost of external funds or re- 
strictions on their availability have not led you 
to decrease your planned capital expenditures, 
is this because...’? They were then provided 
with five alternatives, one of which was: ‘‘you 
were committed to expenditures programmes 
already under way’’. A number of firms in the 
1221 who replied did not answer this question 
and many firms selected several of the alter- 
natives. It is noteworthy, however, that 153 of 
them indicated that a commitment of expenditures 
programmes already under way had been a reason 
for the absence of an effect. 


A second group of projects whose rates of 
return would be seriously affected by delay are 
projects required to meet current changes in 
competitive positions. These projects, some- 
times referred to by officials as ‘‘must’’ projects, 
are required to make changes in the quality or 
amount of output to accommodate to a change in 
market requirements. The implicit rates of return 
on these projects are often thought to be so 
high (generally in terms of the profits which 
would be lost if the expenditures were not made) 
that firms do not make even a rough calculation 
of these rates. 
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A third group of projects are those which fall 
well within the investment capacity of the firm, 
the curtailment of which would lead to under- 
utilization of the firm’s engineering and co- 
ordinating staff. Officials in some firms sug- 
gested that the opportunity cost of a certain 
minimum level of outlays is quite low. Most 
firms hesitate to reduce their engineering and 
construction staff, since the process of building 
up such a staff is long and expensive. If the 
staff is on hand there is much to be said for 
keeping a reasonably steady flow of work going 
forward, Similarly, it may be difficult in the 
short run to bring about a major increase in in- 
vestment outlays with existing engineering 
personnel and it may be difficult to find trained 
and experienced staff to operate the new facilities, 


The elasticity of the investment demand of a 
particular firm will depend in part on the relative 
importance for that firm of the various types of 
projects described above. In many firms inter- 
viewed, officials emphasized the importance of 
the projects whose implicit rates of return are 
so sensitive to the passage of time that they 
could not be delayed. There was only one class 
of expenditures about which there was general 
agreement that there was some short-term flex- 
ibility. Many firms have some freedom to alter, 
at very slight cost, the amount of modernization 
and certain maintenance expenditures from one 
period to the next, but there were said to be 
limits on the number of years for which expend- 
itures of this kind could be postponed. 


It is perhaps worth emphasizing that some of 
the factors contributing to the short-run inelas- 
ticity of investment demand would not exercise 
a very significant influence over the long run. 
If credit conditions change and it is anticipated 
that this represents a new plateau or valley for 
interest rates which is likely to persist, firms 
have time for adjustment and are not in the 
position of having to consider the consequences 
of curtailing a project which is already under 
way. Similarly, over the long run firms can ad- 
just the size of their engineering and co-ordi- 
nating staff and adjust to a much higher or much 
lower level of investment than they have had in 
the past. 
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Uncertainty and Sensitivity 


There is an air of precision about the above 
discussion of investment which is frequently 
not to be found in the real world. Corporate 
executives in recent years have been exposed 
to a constant stream of advice urging the adop- 
tion of improved methods of appraising capital 
projects, and this had led to a burgeoning of 
formal calculations. This is a healthy develop- 
ment and much more will no doubt be done in 
this direction in the future. It remains true, how- 
ever, that the quantitative data which go into 
such formal calculations are frequently subject 
to wide margins of error and this is recognized 
by those making investment decisions. 


The President and Secretary-Treasurer of a large 
processing firm were interviewed and pointed out 
that the firm had used several methods to assess 
investment proposals and had come in the end to 
use ‘rough rules of thumb.’’ In the application of 
all these methods, the project was charged with 
the current bank rate of interest for all periods 
Where the cash flow was negative, and several 
different interest retes were used to discount the 
positive cash flows. In one method, the projects 
own rate of return was used (that which would 
equate revenues and costs), a second uses the 
average rate of return on the company’s earnings 
assets, while a third uses the bank borrowing 
rate. All three methods have been tried, and the 
results have been found to be roughly equivalent. 
All three have been virtually abandoned, however, 
as ‘‘the methods were more sophisticated than the 
data’; the estimates of sales volume and prices 
being necessarily too uncertain ‘‘to justify the use 
of sophisticated procedures.”? 


In many other cases, no formal calculations 
are made and executives rely on broad judge- 
ments to decide on the feasibility of particular 
projects. Since in either case decisions frequently 
tend to be made on a rather rough and ready 
basis, these decisions are insensitive to any 
change in circumstances which is not regarded 
as of major importance, A temporary and limited 
rise or fall in market interest rates or a change 
in the availability of credit which does not 
impinge directly on the firm is often regarded 
as a change of relatively minor importance. 

While not all of this type of insensitivity 
arises from uncertainty, this is a major deter- 
minant. Some sentences in Keynes’ General 
Theory convey the flavour of the problem con- 


fronting those making decisions on capital 
projects. 


‘‘The outstanding fact is the extreme precarious- 
ness of the basis of knowledge on which our 
estimates of prospective yield have to be made. 
Our knowledge of the factors which will govern the 
yield of an investment some years hence is usually 
very slight and often negligible ... (p. 149). Most, 
probably of our decisions to do something positive, 
the full consequences of which will be drawn out 
over many days to come, can only be taken as a 
result of animal spirits — of a spontaneous urge 
to action rather than inaction, and not as the out- 
come of a weighted average of quantitative pro- 
babilities. Enterprise only pretends to itself to be 
mainly actuated by the statements in its own 
prospectus, however candid and sincere. Only a 
little more than an expedition to the South Pole, 
is it based on an exact calculation of benefits 
to come.”’ (pp. 161—16 2). 


This puts the point rather too strongly, but it is 
clear that in many industries both the costs and 
yields of projects are subject to wide variations 
depending upon circumstances. Faced with this 
uncertainty, corporate executives tend to protect 
themselves with arbitrarily determined safety 
margins which are wide enough to swallow up 
the effect of limited changes in credit conditions. 
The following example is typical of the way in 
which a firm which is prepared to adjust its 
financial arrangements accords little wei ght 
to change in credit conditions when assessing a 
capital project. 
In an interview with the executives of a large 
mining corporation, several examples were given 
of the way in which the company had re-arranged 
its financial affairs in response to changes in 
Canadian credit conditions. On occasion they 
had borrowed from American and British banks and 
they had gone abroad with a bond issue when the 
Canadian market could not provide the funds they 
required, At no point, however, had a change in 
the cost of funds led them to postpone or abandon 
a project. The Vice-President and Treasurer 
described their insensitivity in the following 
terms: ‘If we were making tea cosies or table 
napkins, it might be a different matter, but if a 
deal we are contemplating would be affected by a 


2% change in borrowing costs we would have no bu- 
siness contemplating it in the first place.” 


An essentially similar point was made by 
executives in firms which require a high rate of 
return from projects, 


The Comptroller-Treasurer of a manufacturing com- 
pany with an American parent pointed out that the 
firm seeks a return of 30% before taxes on its 
capital expenditure. The company does not in- 
clude the cost of funds in its calculations Since 
“the required return is so high that any conceiy- 
able change in the cost of funds would have no 
effect on the outcome.”? 


The Vice-President Finance of a manufacturing 
and engineering company said they look for a 
20% return before tax (charging interest and de- 
preciation), He said that he would not want to say 
that interest rates were not an important factor, 
but they were secondary. A major change in the 
majority of cases would not prevent the making 
of a previously approved capital expenditure. 
He suggested that if rates moved within the range 
of 344% to 84%, they were not likely to have a 
major impact. 


This does not exhaust the topic of unrespon- 
Siveness to monetary policy, but enough has 
been said to indicate some of the factors which 
tend to blunt the cutting edge of the instrument, 
Indeed, after being exposed to this long catalogue, 
the reader is likely to ask what, if anything, 
will lead corporations such as those described 
above to respond to a change in monetary policy. 
We made an attempt to answer this question. 


Hypothetical Changes in Monetary Policy Re- 
quired to Secure a Response 


Firms which had not reported any respon- 
Siveness in their capital expenditures to changes 
in the direction of restraint were asked the 
following question: 


‘If past increases in the cost of funds have not 
been great enough to decrease your planned 
capital expenditures, would you indicate below, 
if possible, how large an increase in the cost of 
funds would have to occur before the size or 
timing of your capital expenditures would be 
affected.’’ 


There was a sharp difference between this 
question and others which formed part of the 
questionnaire, Elsewhere we had restricted our- 
selves to questions which could be answered 
by direct reference to the experience of the 
executive. Here we were asking for an opinion 
on how circumstances would have to alter before 
a certain reaction would result. 
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We had many doubts about this hy pothetical 
question at the early stages of our inquiry, and 
these doubts increased as we proceeded with 
our work, The more obvious it became that it 
was extremely difficult to obtain accurate infor- 
mation on events which had occurred, the clearer 
it became that limited weight should be accorded 
answers to a question about an event which had 
not occurred, This was recognized by the exec 
utives themselves, Many refused to answer the 
question while some who did answer warned that 
limited reliance should be placed upon their 
statements. The following examples indicate the 
nature of these replies, 


‘Impossible to determine —~— other factors might 
operate to offset the higher cost of funds.” 


“Not possible to indicate, as other factors would 
be involved, Each situation would be considered 
as it arose.” 


‘‘This is a difficult question to answer as it would 
be directly affected by prevailing business condi- 
tions. In a good year we would be better prepared 
to assume a substantial interest expense than in 
a year of low profits.”’ 


“It is impossible to answer this question cate 
gorically,,, earning power of proposed projects 
is considered in relation to other criteria, such 
as degree of risk and alternative courses of action. 
To illustrate, a decision to construct a refinery 
might be influenced by pressing requirements for 
supply, or by a desire to conform with govern- 
mental wishes. Construction of service stations 
might be influenced by programmes of competitors. 
Cost of funds is only one of many aspects determi- 
ning the size and timing of capital expenditures,” 


Many executives did provide answers which 
ranged all the way from assertions that any 
further increase in the cost of funds would cause 
a curtailment of expenditure, to statements that 
substantial changes would be required before 
the firm would be affected. The following ex- 
amples indicate the range of the answers. 


‘*Any increase above present maximum bank 
rates of 6% would undoubtedly result in post- 
ponement of some capital expenditures. During 
company’s expansion in the past years, capital 
funds were required to purchase new equipment. 
It is anticipated that future capital funds will, 
to a large extent, be for replacement of old equip- 
ment. The cost of funds will consequently play 
a greater role in determining the pay-back period 
of replacement.’’ 
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‘Consider bank money at over 6% and mortgage 
money at over 7% will decrease construction work 
very seriously in Canada as it is now (1962) being 
felt through Bank of Canada restriction against 
loaning money on real estate.’’ 


‘Tt was very close to the point where we would 
consider curtailing expenditures. ’’ 


*‘Since our capital expenditures are based on ab- 
solute necessity or quick payoff, normally a very 
large increase in cost of funds would be necessary 
to affect them. At least a 50% increase from 
present high rates.’’ 


**To isolate the interest factor from the many other 
relevant factors involved in determining whether 
or not a capital expenditure should be made, is 
to place too much emphasis on this one factor as 
opposed to other factors to be considered at a 
particular time. Normal capital expenditures would 
not be affected unless the cost of external funds 
increased substantially.’’ 


**Generally speaking, the anticipated return on 
investment, related to proposed capital expendi- 
tures, is substantially higher than the actual 
cost of funds required. Therefore, the actual rate 
to be paid at any given time has very little direct 
effect on the decision as to whether or not to 
proceed, Theoretically, then, a large increase in 
the cost of funds would have to occur before it 
would be uneconomical to proceed with a capital 
expenditure. Because your paragraph refers to 
timing, however, it should be pointed out that a 
nominal increase will have an effect from a 
timing point of view because major capital ex- 
penditures are planned on a fairly long cycle, 
and it is possible to plan the acquisition of funds 
when the cost of funds are relatively low without 
interfering with the long-term expansion program, 
This is done either by borrowing temporarily on a 
short-term basis from a bank, or delaying the 
acquisition of capital equipment -- or a mix- 
ture of both. This factor is considered only in 
relationship to long-term debt or share capital 
and not to short-term financing as from a bank. 
Changes in interest on bank loans have had no 
effect in our planning.”’ 


While many of the replies to this question 
were interesting and revealing, we are now of 
the view that these answers cannot be brought 
together and expected to provide reliable infor- 
mation on the likely effects of a widening of the 
range of variation of credit conditions. 


We did find that this question provoked a 
good deal of useful discussion in the interviews. 
It came after an analysis had been made of the 


way in which the corporation had in fact altered 
or not altered its behaviour as a consequence of 
past changes in credit conditions and frequently 
led to some general reflections on the reasons 
why the effects were as small as they had turned 
out to be. Sometimes the answers brought out 
considerations which the question was not 
designed to elicit. For example, the executives 
of a number of large international corporations 
carrying on business in Canada responded to 
this question by emphasizing the limited extent 
to which changes in Canadian credit conditions 
would affect their activities. 


Several executives of a large metal producing 
company with holdings in many countries were 
asked what increases in the cost of funds during 
1956—57 and 1959-60 would have been necessary 
in order to change the company’s capital ex- 
penditures. They emphasized again what they had 
indicated earlier in the interview, that the com- 
pany’s sources of funds are so diverse and flexible 
that interest rate or credit availability changes 
in any one country, unless accompanied by parallel 
changes in several other countries, are unlikely 
to affect the company’s operations. 


The Vice-President Finance of a large subsidiary 
of an American company indicated that the parent 
would never allow them to get into such a tight 
financial position that funds were not available 
for desirable projects. He thus concluded that 
the company’s capital expenditure program would 
never be conditioned to any great extent by condi- 
tions existing in the Canadian capital market. 


The Vice-President Finance of a large interna- 
tional company indicated that even though the 
company follows a policy of financing its acti- 
vities in the countries where operations are 
carried on, they are willing to change their 
pattern of borrowing if ever credit conditions 
become difficult in any one country. Thus monetary 
policy in any one country in which the company 
operates is not likely to affect either the total 
level of the company’s expenditures or the ex 
penditures they make in a particular country. 


Other reactions from executives being interviewed 


were of considerable interest. 


The Vice-President Finance of a large metal 
producing company began by warning the inter- 
viewers of the speculative nature of his answer 
and suggested that long-term interest rates 
between 5% and 6% were considered by the com- 
pany to be part of the normal course of events, 
while a rise in interest rates much above 6% would 


probably lead the company to revise rather care- 
fully any plans involving outside borrowing at 
that rate. He noted that perhaps the most signi- 
ficant part of his answer to the question was the 
fact that he had never explicitly considered before 
what reactions there would be within the company 
to sharp increases in interest rates to levels much 
above those existing at the present time. 


The Vice-President Finance of a large utility 
pointed out that in their view monetary conditions 
were considered to have a considerable effect on 
the total demand for goods and services. Thus, 
while a number of factors contributed to relative 
insensitivity on the part of this firm to short-run 
changes in credit conditions, they felt that major 
changes extending over longer periods would, 
through effects on the economy, influence their 
investment. As they put it: “It does seem to us, 
however, that monetary conditions have con- 
siderable effects on the total demand for goods 
and service, If this is so, an easier monetary 
climate in the period since 1956 would have 
resulted in a more active period of economic 
growth. If post—1956 growth had matched that 
in the pre—1956 period, there is little doubt in 
our mind that the --------. company would have 
been compelled to make appreciably greater 
outlays for construction purposes. ”’ 


The Vice-President of a large manufacturing 
company with many years of experience in 
Canadian industry summarized his views on the 
effects of monetary policy in the following terms: 
High interest rates and restrictions upon avail- 
ability of credit are seldom, if ever, capable of 
having direct effects on the expansion plans of 
large, well fixed corporations. Their flow of 
internally generated funds is usually great 
enough, and the number of available sources 
of external funds large enough so that finance 
can always be obtained for a profitable project. 
Small firms, on the other hand, particularly those 
in secondary industries, may be forced to cut their 
expansion plans because of credit restrictions. If 
the credit restrictions force cut-backs in the plans 
of enough of these small firms, there will be a re- 
sultant change in the demand for the product of 
the large firms, assuming that the large firms 
produce for the domestic market. It is only in this 
indirect way that monetary policy impinges upon 
the actions of Canada’s largest primary producers, 
He later remarked that in his opinion interest 
rates higher than 7% (beyond the normal range of 
experience) would lead his company to keep capi- 
tal expenditures within the limits dictated by the 
generation of cash from internal sources. 
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‘Positive Responses to Changes in Credit Con- 
ditions 


The evidence we have collected relating to 
the effects of changes in credit conditions since 
1955 is consistent with the general view that a 
change in credit conditions has to be substantial 
before it affects a large proportion of the capital 
expenditures of corporations, At any one time, 
however, there are some corporations whose 
capital expenditure and financing plans are such 
that a short-run change in credit conditions of 
the kind which we have experienced since 1955 
may cause a change in the amount of capital 
expenditure undertaken, Of the 1221 fims 
surveyed by mail, 13.5% indicated that they had 
postponed or abandoned capital expenditures in 
one or more of the periods of credit restraint 
1956-57, 1959-60, or 1962, as aresult of increases 
in interest rates and restrictions on the avail- 
ability of funds. The number indicating effects 
in any one period was substantially smaller, 
being 4.8% in 1956-57, 8.0% in 1959-60 and 
9.8% in 1962." When these positive answers were 
later queried in interviews, it turned out that 
from two-thirds to three-quarters of the postpone- 
ments or abandonments reported for any one year 
were not attributable to changes in general 
credit conditions. The following examples are 
typical. 

The President of an electrical equipment firm 

indicated on the company’s mail questionnaire 


the postponement of $35,000 worth of machinery 
and equipment. In the subsequent interview he 
pointed out that this had resulted from a short- 
age of capital arising from the withdrawal of 
funds by two U.S. parents and was in no way 
connected with changes in credit conditions. 


The Secretary-Treasurer of a slaughter house 
reported on his company’s questionnaire that 
the firm had postponed the building of a rendering 
plant costing $220,000 as a result of credit re- 
straint in 1962. A cooler building costing $150,000 
was listed as having been abandoned for the same 
reason. In the subsequent interview he pointed out 
that the rendering plant was postponed because 
the company did not want to borrow any more at a 
time when the major expenditures in the cooler 


l Interviews disclosed that one of the main reasons why the 
proportion of firms affected appears to rise in more recent 
periods of credit restraint is that the officials interviewed 
often have access only to information about investment 
plans in recent years. 
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building were being made. In fact, the cooler 
plant was built in 1962, and the rendering plant 
postponed because the company wished to rely on 
internally generated funds. Conditions in financial 
markets were not a factor, 


A dealer selling foreign automobiles reported a 
postponement of a building extension of $30,000 in 
1962. In subsequent questioning he pointed out 
that the capital project mentioned in the ques- 
tionnaire was not affected by the cost of money 
but by the devaluation of the Canadian dollar, 
which changed the gross margin of operations. 


The Treasurer of a small printing firm reported an 
abandonment of plans for the purchase of an $8,000 
printing machine as a result of changes in the 
availability or cost of credit in 1962. In the sub- 
sequent interview it was discovered that the plan 
fell through in early 1962 before credit restrictions 
were imposed. There was a choice between in- 
vesting surplus cash in securities or buying the 
new machine. 


The President of a printing company had indicated 
a postponement of machinery installation in 1962 
to the amount of $220,000. This was shown on the 
original questionnaire as attributable to changes 
in interest rates or the availability of funds. In 
the subsequent interview it was indicated that 
the company had arranged firm financing and was 
thus unaffected by credit conditions. They had, 
however, been influenced by devaluation and the 
import surcharges. The effect was explained as 
follows: ‘‘Whereas equipment purchases were made 
from the U.S. in 1961 in the amount of $100,000 at 
a 3% discount, further equipment plans in the 
amount cf $250,000 were postponed because of 
the devaluation of the Canadian dollar in June, 
1962, and increased import duties. Above would 
have increased our cost by: 


Difference in dollar exchange .. 11% 
Increased duty «- 5% 
16% 


Above everything else, the feeling of economic 
uncertainty even more than the availability of 
funds or increased costs made us postpone plans 
for further growth.’ 


In the case of some firms which had indicated 


a positive response in their capital expenditure 
programs to changes in credit conditions, sub- 
sequent interviews provided a partial verification 
of their answers. 


The President of a small metal working company 
indicated the postponement of expansion estimated 
to cost $200-$300,000. The Industrial Develop- 
ment Bank and a chartered bank were both ap- 


proached and were favourable. Sales declined, 
however, and the outlook for the construction 
industry looked poorer. The project was shelved. 
The company supplies primarily for industrial 
construction and the poor present and prospective 
sales led to the deferral. The President added that 
if what they say inthe papers is true, that construc- 
tion is affected by tight credit, then tight money 
was a factor. 


A general contracting firm reported a development 
project postponed in 1962. In the subsequent 
interview, it turned out that the postponement 
resulted from an inability to obtain the necessary 
financing but that this had occurred in February 
1962, and therefore preceded the change in credit 
conditions in June. In mid-1962 there were no 
projects reaching the final discussion stage in 
part because the company knew that funds would 
not be available. 


The general manager of a small manufacturing 
company reported a postponement of capital ex- 
penditures during each of the three periods of 
restraint. In subsequent questioning it turned out 
that he had not been considering expansion in 
the earlier periods and so actual expenditures 
were not postponed. In 1959 the company was 
just starting to grow and capital was not in 
immediately short supply. In 1962 he would have 
liked to start manufacturing a new item and the 
principal deterrent was lack of capital. The ex- 
penditure required was perhaps $25-$35,000. 
Much of the effect of restriction was on his own 
thinking, which he said was definitely affected 
by the current tightness in the early part of the 
summer. As a result, he did not apply for an I.D.B. 
loan, thinking his chances of getting it to be too 
small and being conditioned by the prevailing 
mood to the extent of having doubts about the 
project itself. In the judgement of the interviewer, 
the project can be classified as one postponed in 
1962, although it is not certain that it would have 
gone forward if credit had not been tightened. 


The interviews of a third group of firms, 
numbering in total slightly less than one-third 
of those giving affirmative answers, indicated 
that these firms had in fact postponed or aban-~ 
doned expenditure in roughly the amounts implied 


in the questionnaire answers, and that these . 


changes in plans had been brought about by 
changes in credit conditions. The following are 
examples drawn from this group of firms, and 
others will be found classified by industry in 
Chapter VII. 


A manufacturing firm reported that a decision was 
taken in mid—1954 to plan the construction of more 


modern production facilities on a new site. The 
project, which took about two years to plan, was 
estimated to cost $5 million. Coincident with the 
drawing up of plans, the management explored the 
possibility of raising the necessary funds. They 
were assured by members of the Board from the 
financial community that no difficulties would be 
encountered. In May, 1956 a Board meeting was 
held ostensibly to give final approval to the 
borrowing of funds and the commencemert of 
construction, This meeting broke up without any 
final decision being taken when the Board mem- 
bers from the financial community announced that 
in view of the “clamp down on credit’’ they felt 
the company could not raise $5 million. The 
project was postponed and never revived in the 
same form. The management expressed the view 
that this decision ‘thas adversely affected our 
growth pattern to this date.’ 


A textile company reported that it depends to a 
large extent on bank financing for the capital 
projects which it undertakes to ‘“‘keep abreast of 
technological change.’’ In 1956—57 and 1959-60, 
this company postponed for about eighteen months 
some $250,000 of capital expenditure. The 
President of the company described their policy 
in the following terms: ‘‘We endeavour to spend 
as much as possible on replacing equipment and 
at times when credit is restricted our pregramme 
is decreased. In other words, when credit is 
restricted, we cannot modernize as quickly as we 
desire. In our own situation, we therefore put the 
limitation of credit first and cost of credit 
second.’’ 


The Treasurer of a large retailing firm reported 
that his company abandoned a $150,000 project 
when the bank froze its line of credit in August 
1959. He pointed out that the company, being 
unable to obtain funds, took the necessary steps 
to postpone construction and when they were later 
able to obtain credit the opportunity to undertake 
the project had been lost. 


A textile company which is heavily dependent 
on bank borrowing for both working capital and 
long-term funds, reported that it seldom ‘‘consi- 
ders a major capital expenditure which our bank 
feels inadvisable.’’ During periods of credit 
restraint the company has been ‘“‘discouraged”’ 
from making capital outlays. In 1959 they would 
have spent an additional $250,000 had the bank 
been willing to advance the funds. 


A manufacturing company with a long history of 
successful operation and conservative management 
was required until recently to support another 
less profitable division of its parent company. 
The drain on their internally generated funds 
strained their previously ‘‘excellent’’ relation 
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with the bank upon which they had traditionally 
been dependent for any extra funds needed for 
capital expenditure. Inability to obtain sufficient 
bank credit in spite of a switch in banks led to the 
postponement of some $250,000 of capital expendi- 
ture for warehousing in 1960 and again in 1961, In 
the fall of 1961 the company’s relations with the 
bank improved when the losing divisions was 
closed out. When the company approached their 
bank in July, 1962 for the funds to construct the 
previously postponed warehouses, they were 
told that a further delay would be necessary ‘‘in 
view of the current austerity programme.” 


A shipping company proposing to start construc- 
tion of an $8 million vessel arranged early in 
1962 to borrow: $4-$41%4 million from their bank to 
cover that part of the construction costs which 
the company anticipated would not be available from 
internal sources. Before construction began in 
the summer of 1962 with scheduled completion in 
1963, the internal generation of funds fell off 
sharply and credit conditions tightened. The 
Company, after reviewing the situation, decided 
to proceed by seeking additional temporary accom- 
modation from their bank. They were informed 
orally by their bank that not only were no addi- 
tional funds available but that the original authori- 
zation was withdrawn. This project was then 
postponed until the spring or summer of 1963. 
Two clothing firms which were visited had not as 
yet tried to obtain additional accommodation at 
at their banks in the summer of 1962 but thought 
it likely that they would be refused. One firm 
(under $1 million) was and is still contemplating 
a move to a new plant involving an expenditure 
of the order of $50,000, but is partly inhibited 
from making the move because of its expectation 
that the bank will fail to provide the finance. The 
second firm ($1—$5 million) which manufactures 
clothing and also operates retail outlets, stated 
that the company would only undertake one of 
the two $1,000,000 projects currently being 
examined because they feel sure that they would 
be turned down by the bank even though the com- 
pany has previously borrowed even larger amounts 
when credit conditions were easier. 


The President of a small metal making firm re- 
ported the postponement of investment in plant 
and equipment in 1962. In the subsequent returns, 
he pointed out that they started this expansion 
in May 1962, to be financed by the existing line 
of credit. He reported that in June the bank cut 
‘this line of credit and the expansion was stopped 
except for the equipment which was already 
ordered. They resumed the project in November, 
although their financing was still uncertain. 


A paper manufacturing company, hampered for 
several years by a shortage of productive capacity, 
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postponed in 1959 a proposed $8 million outlay for 
a new paper machine. This decision was based 
on the sharp rise in interest rates in that year 
which made the cost prohibitive in relation to the 
anticipated pay-back period and the desired 10% 
net return on investment. The company sought 
an alternative solution to its problem during the 
period of easier credit conditions in the latter 
part of 1960 and 1961. The failure to secure a 
satisfactory solution led the company to consider 
reviving their earlier proposal. In the fall of 1962 
the project is being postponed from one monthly 
board meeting to the next because of the ‘‘price 
of money.’’ The directors are concerned over 
the anticipated cost of borrowing $4-5 million, 
feeling that ‘614% is too high.’’ The Treasurer 
stated that “‘if rates were to fall to, say, 5% we 
would be encouraged to start construction im- 
meciately.’’ 


The directors of a firm manufacturing construc- 
tion materials decided in June 1962 to postpone 
for at least a year a 14—18 month expansion pro- 
gramme estimated to cost $6—$8 million. This 
decision was attributed to several factors: the 
rise in interest rates; the fall in the level of 
equity prices; and the unsettled outlook in the 
construction industry. In the interview, the 
Secretary of the company tended to place major 
emphasis on the economic prospects of the industry. 


It is frequently suggested that it is restric- 
tions on the availability of credit rather than 
increases in interest rates which affects expend- 
iture. Our evidence suggests that this certainly 
tends to be the case among the smaller firms but 
that the relative importance of restrictions on 
availability diminishes with size. Almost three- 
quarters of the verified 1959 postponements for 
firms with assets under $5 million could be 
attributed to restrictions on bank lines of credit. 
Among firms with assets $5-$90 million, about 
half of the postponements were due to the un- 
availability of bank loans and considerably less 
than half to the rise in interest rates. The largest 
firms with assets over $90 million usually have 
access to funds from a variety of sources and 
are thus not significantly affected by the avail- 
ability of credit from any one source, 

As in the case of credit restraint, interviews 
often showed that credit ease in 1961-62 did not 
have the importance that positive mail question- 
naire answers seemed to indicate. It was partic- 
ularly common for the mail survey answers to the 
questions dealing with the effects on capital 


expenditure of credit restraint and credit ease 
to stand or fall together, The cases in which 
credit ease was reported and verified to have 
played a role in spending decisions were almost 
all related to the availability of bank credit. The 
following are typical of the verified responses 
to credit ease, 


‘¢.,ethe availability of a loan from I.D. Bank 
allowed us to pay our suppliers, who had helped 
keep us going for several years, and purchase 
the new equipment needed. We borrowed $18,000, 
paid suppliers about $8,000, paid balance of old 
mortgage $1,000, and bought equipment brought 
forward two years for about $9,000.”’ 


A textile company reported additions to equip- 
ment and the establishment of a new product as a 
result of easier credit conditions in 1961 and 
early 1962. In the subsequent interview, the 
President suggested that the availability of 
credit did not provide the impetus for new pros 
jects to be undertaken but was merely a neces- 
sary condition for such expenditures to be made. 


The Secretary-Treasurer of a construction com- 
pany indicated on the firm’s mail questionnaire 
that changes in the availability and cost of credit 
in 1961 and early 1962 were in whole or in part 
responsible for leading his firm to implement new 
plans to purchase capital assets, in this case to 
spend $500,000 on development land. In the sub- 
sequent interview, he confirmed that easier 
credit conditions had induced the company to enter 
into a contract to purchase a piece of land for 
approximately $500,000. To date (September, 
1962), payments of approximately $70,000 had 
been paid, while no construction expenditure 
had been made. The company’s idea was to build 
$5—$6 million worth of buildings on the site, 
leasing them for long periods to industrial firms. 
In September, 1962, credit conditions were such 
that the company is keeping up its payments on 
the land without commencing construction activity. 


Estimating the Effects of Monetary Policy 


In view of our sense of the inadequacy of the 
information on which we have had to base our 
estimates of the effects of monetary and debt 
policies, it would be convenient if we could treat 
these estimates as merely an incidental by-product 
of our study. This is not, however, the way in 
which we approached this survey, nor is it our 
present view that such estimates are of limited 
importance. The careful reader of the Submission 
of the Bank of Canada will find in it many of the 
generalizations on corporate financial adjustments 


and capital expenditure changes which have 
emerged from our inquiry. There is, it is true, a 
lack of concreteness on these matters in the 
Bank’s Submission, and the reader is not left with 
a vivid impression of the way in which the system 
responds. From our point of view, however, the 
principal deficiency in the Bank’s analysis of the 
effects of credit conditions, and for that matter 
the principal deficiency of most treatments of 
this topic, is the absence of any serious attempt 
to attach orders of magnitude to the effects being 
analyzed. Such orders of magnitude need not be 
precise in order to be helpful. But if those who 
express judgments on the effectiveness of mone- 
tary policy fail to indicate what they consider to 
be a reasonable quantitative test of effectiveness, 
and fail to show the extent to which they think 
that this test has been met, the debate on these 
matters tends to be sterile. 


It was the desire to avoid this kind of sterility 
which led to the attempt to draw together the 
effects of credit conditions on all parts of the 
economy for the period 1958-60. The selection of 
this period rather than any other was dictated by 
circumstances. The 1955-57 boom was becoming 
too remote for reliable information to be obtained, 
and the brief period of restraint in 1962 was not 
only an unusual one but came after some of the 
evidence for the estimates had already been col- 
lected. While the period 1958—60 has some defi- 
ciencies, it was characterised by a vigorous use 
of both monetary and debt policies used in tandem 
with a flexible exchange rate. If the effects were 
quite limited, therefore, it was not because these 
instruments had not been used. 


Given the very small proportion of firms af- 
fected, it was to be expected that our estimates 
of the effects of changes in credit conditions in 
1958—60 would necessarily be based on a limited 
number of cases. This is not a source of embar- 
trassement as far as firms with assets over $90 
million are concerned. Here we carried out what 
amounted to a census and estimated that capital 
expenditures by firms of this size in the peak 
three-quarters of the 1959-60 expansion were 
$20—25 million lower than they would have been 
had credit conditions not changed significantly 
during the period. This suggests a greater degree 
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of precision than is perhaps justified, and it is 
worth emphasizing that if one very large firm had 
not been affected in a major way, this estimate 
would have been much smaller. It should be added 
that the 1962 experience indicates that while 
most large firms are unaffected, there will be 
scattered exceptions, some of which are in ab- 
solute terms fairly significant. 


Our estimate of the effects of monetary and 
debt policies in 1959-60 on the capital expend- 
itures of non-financial corporations under $90 
million in assets and unincorporated enterprises 
(other than agriculture), is $30—40 million. This 
too suggests a greater degree of precision than is 
perhaps justified in view of the extent to which 
we had to rely on samples and indirect evidence 
for judgments on the effects on smaller corpora- 
tions and unincorporated enterprises. It will be 
recalled that an attempt was made to reach all 
finns with $5—90 million in assets. Given the 
high response rate to the mail questionnaire and 
the number of interviews carried out with firms 
which did or did not reply to the questionnaire, 
our coverage of this group was fairly adequate. 


In the case of firms with assets under $5 mil- 
lion and unincorporated businesses, we were 
dealing either with small samples or relying on 
indirect evidence. In either case we were left with 
the uneasy feeling that judgments had to be made 
of the effects on many firms on the basis of very 
limited evidence. In the case of corporations, 
this was particularly true of firms with assets 
under $250,000 where our sample was very small. 
Some comfort can, however, be derived from the 
fact that the total capital expenditures of these 
corporations are sufficiently small to make even a 
major change in the judgments reached lead to a 
relatively minor effect on the estimates as a 
whole. The capital expenditures of unincorporated 
businesses, other than farms, were discussed in 
a series of interviews with bank managers, equip- 
ment manufacturers and other suppliers of credit 
to sole proprietors and partnerships. 


In addition to the estimates covering non- 
financial corporations and unincorporated busi- 
nesses, we collected evidence on the effects on 
sectors of the economy not covered in other Com- 
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mission studies. The capital expenditures of 
farmers were discussed with farm credit spe- 
cialists in banks, farm machinery firms and 
provincial governments in the major farming areas, 
with officials of the Farm Credit Corporation, and 
the administrators of the Farm Improvement Loan 
Act. In addition, there were several responses 
from incorporated farms included in the sample 
survey and discussions were held with officials of 
many corporations carrying on business with 
farmers. Sales of farm equipment financed by the 
machinery companies did not appear to be much 
affected by changes in credit conditions. The 
evidence on the results of changes in the avail- 
ability of Farm Improvement Loans is somewhat 
more mixed. Although most bankers interviewed 
were of the view that the availability of Farm 
Improvement Loans did not alter with changes in 
credit conditions, we found evidence that some 
expenditures on plant expansion and inventories 
were postponed because of the effects which 
actual or anticipated reductions in Farm Improve- 
ment Loan approvals during late 1959 and early 
1960 were expected to have on the demand by 
farmers for buildings, machinery and equipment. 
In the event the demand for farm equipment re- 
mained stronger than was anticipated by the firms 
which postponed capital expenditures, and the 
postponed expenditures were eventually carried 
out in 1960. 


The capital expenditures in the Finance, 
Insurance and Real Estate industries comprise 
outlays by firms in these industries on premises 
for their own use as well as facilities which are 
subsequently leased to other firms. Interviews 
were held with officers of property development 
firms, banks and insurance companies, and sec- 
ondary evidence obtained from other firms involved 
aS prospective tenants in property development. 
There were several cases found in which the 
timing of construction of shopping centres, apart- 
ments and office building developments were 
affected by changes in credit conditions. The 
evidence obtained from the general managers of 
chartered banks indicated little response to 
changes in credit conditions in decisions taken 
on the establishment of new branches or in the 
renovation of existing premises. 


Capital expenditures on hospitals were ana- 
lyzed by means of correspondence and conversation 
with senior health officials in the provincial and 
federal governments. There was no evidence found 
that any hospital construction had been postponed 
in 1959-60 because of the change in credit con- 
ditions, although there possibly was some alter- 
ation in spending because of credit restraint in 


1962. 


The remaining types of expenditure included in 
gross business fixed capital formation including 
universities, private schools and churches were 
not examined in detail. The scattered evidence we 
gathered indicated that there was little likelihood 
that changes in credit conditions had had signifi- 
cant effects on these types of capital outlays. 


In a study of this kind, one is never satisfied 
that enough has been done to provide adequate 
coverage of spending decisions. Our experience 
in conducting the survey, however, suggests to 
us that coverage is not the main difficulty affect- 
ing the accuracy of our results. As we proceeded 
with our work, whether in the analysis of the 
largest spenders, where our coverage was virtually 
complete, or in those areas where our samples 
were small or our evidence rather scattered, we 
rarely encountered situations in which an addi- 
tional block of interviews or further indirect 
evidence substantially altered the picture which 
was emerging. While, therefore, we would have 
welcomed an opportunity to push further in partic- 
ular areas, and would not have been unprepared to 
find evidence which led to some revision of our 
conclusions, our experience at several stages of 
the inquiry did not suggest that our results would 
have been altered in a major way by a further 
extension of the survey. 


If our conclusions are wrong, it is more likely 
that the error arises from the method we used to 
attack the problem and the way in which the meth- 
od was applied. We have our doubts about both. 
Under ideal conditions, when clear records are 
available on what was planned prior to a period of 
a change in credit conditions and where it can be 
shown that these plans were carried through or 
altered in a particular way as a direct result of 
the change in credit conditions, then one is tempt- 


ed to say that this method is as precise, if not 
more precise, than any alternative. Frequently, 
however, the conditions are not ideal. Precise 
information may not be available within the firm, 
or time and resources are inadequate to permit an 
analysis in depth to obtain precise information. 
When this is the case, one is left in doubt as to 
whether an accurate assessment has been made 
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of all the direct effects on corporations. Given 
sufficient resources, time and care, some of these 
difficulties could be overcome, but some are 
inherent in this method of obtaining information. 
The results summarized above should, therefore, 
be viewed as an invitation for further work in 
determining the effects of monetary and debt 
policies on the economy. 


= 


a) P"746,4 005 tobe 7 


e 


Bec iy ipa ON 


‘a +s nove olen die dt 
f 1 OM 992. 0 una tS shat 
my vy (Pr@e FB Bnew ‘ tin AD) 

Ni dw haben ‘tomnetn? 
- as SW Ay a 
Sind pal ® . heel my 

5) (O° een’ 
is, 34) pest 


Imi 

. ; 4 Tite 

im ved titted éaj F ‘tia 

je'it cage shhaiee pela 

aie) coyital ~S 

— 

nue 2» : 

ris 7 org a © 

. awa) ads ap ss 

7 »@ ivignany” re 
Nile a 

"eae 

i. slalvaen 

equgpo al 

i ooh) oo 

° ved per 

tame 6 eel 

. ‘sa fuatt 7 

raZ ins 


Ea ke 
t f iar, ‘ 1s HOF 
( we rub . 
_ a 
ae | é > @ : Q 
é aus* <= € a 
ives 


avel prea t . 


Le 
Loi and a 


_ 


- a 


CHAPTER VII 


THE DISTRIBUTION OF THE EFFECTS 


OF MONETARY POLICY 


The evidence summarized in the previous 
chapter suggests that the effects on capital 
expenditure of short-run changes in credit condi- 
tions over the range we have experienced in the 
last decade in Canada have in the aggregate been 
quite limited. It might appear, therefore, that the 
question of how these effects are distributed is 
a matter of limited importance. After all, those 
who have been most concerned with the fact 
that monetary and debt policies are highly dis- 
criminatory in their effects have generally held 
that these instruments are quite powerful and 
therefore capable of doing great harm to partic- 
ular size classes of firms or particular sectors 
of the economy. Our previous analysis suggests, 
however, that unless the effects we have found 
are highly concentrated in particular industries, 
or size classes of firms, or firms with particular 
types of ownership or located in a particular re- 
gion of the country, it is unlikely that a strong 
case can be made that particular groups have 
been seriously injured by short run changes in 
credit conditions. 

This is in fact the general conclusion we 
shall reach, but is is nevertheless of consider- 
able interest to see how the effects are distrib- 
uted. The differences detected by this type of 
analysis contribute to a fulfer understanding of 
the way in which credit conditions impinge on 
the economy. Moreover, circumstances might per- 
mit a more vigorous use of monetary and debt 
policies in the future. If, for example, the range 
of variation of credit conditions in the United 
States widened substantially, Canadian monetary 
and debt policies might have to be used with 
greater vigour than in the past. If this were the 
case, it would be important to know what dif- 


ferential effects could be anticipated. We shall 
begin with a review of inter-industry differences, 
followed by an analysis of the effects on firms 
of different sizes, ownership and regional loca- 
tion. 


(1) Inter-Industry Differences in the Effects of 
Monetary Policy 
Table VII-1 shows the breakdown of question- 
naire responses by industries and the industrial 
groupings will be considered briefly in the order 
in which they appear in the table. 


(a) Food and Beverages 

In the aggregate, and by size classes, the 
effects of changes in credit conditions on firms 
in this industry appear to have been marginally 
less than in other industries. The firms in this 
industry do not have any characteristic pattern 
of finance, and if they are differentiated at all 
from other industries, the distinction lies in the 
fact that their output goes mostly to the domes- 
tic consumption market. The relative stability of 
the consumer demand for food and beverage 
products was reflected in the fewness of capital 
expenditure postponements traceable to demand 
effects. 


Officials of a large food firm were asked whether 
there was any possible relationship between 
changes in credit conditions and the sales of 
their products. ‘‘We are not selling refrigera- 
tors you know’? replied an official; ‘‘even in the 
most depressed areas our sales remain very 
stable.’’ 


One food producing firm which did postpone a 
project because of anticipated demand shifts was 
largely influenced by management’s involvement 
in real estate development. 
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The company cancelled a substantial expansion 
and modernization plan in the spring of 1962, 
substituting renovation expenditures one-quarter 
as large. The firm could have obtained funds on 
its own lines of credit to go ahead with the ex- 
pansion, but chose not to do so because they 
thought that the restrictive measures of June 
1962 would have a substantial effect upon the 
general level of economic activity. By the end 
of 1962, the executives had discovered that the 
effects of the credit conditions on their sales 
had not been as great as anticipated, and con- 
cluded at that time they would have been better 
off had they gone ahead with the expansion as 
originally planned. 


(b) Forestry, and Wood and Paper Products 
The overall survey figures for this industry 
show an average degree of responsiveness, but 
the averaging process obscures the significant 
differences between the insensitivity of the larger 
pulp and paper and integrated forest product 
firms with large cash flows and the much greater 
responsiveness of the smaller sawmills and log- 
ging operators with limited sources of finance. 
Even among the smaller firms there is a distinc- 
tion to be drawn between those which sell all 
their output to one large firm (and are largely 
financed by their major customer) and those 
which are entirely independent, relying primarily 
upon credit from banks and equipment suppliers. 
The Commission’s sample of firms in this indus- 
try (100 in all) was not large enough for these 
distinctions to be statistically significant among 
the firms directly surveyed, but interview evi- 
dence tended to confirm the tendencies indicated 
by the questionnaire answers. There was not one 
of the nine forest industry firms with assets above 
$90 million, four of whom are controlled abroad, 
whose questionnaire indicated any capital expen- 
diture postponement for 1959-60, while the only 
affirmative answer to question l(e) from the 
thirty-four firms between $5-90 million was the 
following: 
A forest products firm reported in its questionnaire 
answers a postponement of capital expenditure 
of $1.25 million in 1962. This led to a follow-up 
interview. Part of the postponement of expenditure 
represented an expansion in one of the finishing 
plants. This was a large project and was first 
brought forward towards the end of 1961. Given 
the relatively high level of the company’s bank 


loan at the time, and the fact that the company 
had only recently doubled its capacity in this 
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line, it was decided to defer the project for six 
months. In July 1962 the project was considered 
once again, and was once again deferred, prima- 
rily for the reason mentioned above, but also 
because of increases in interest rates and the 
general tightening of credit conditions. The 
official questioned was ‘‘not sure’’ whether the 
expansion would have taken place in 1962 had 
credit conditions not become less Stringent, but 
he was sure that more restrictive credit conditions 
had ‘‘put the cap on it’’, This company also 
postponed an outlay of $300,000 for the purchase 
of new trucks, track loaders and truck loaders in 
mid-1962 and credit conditions were said to be a 
factor. A third item of expenditure postponed was 
$150,000 for maintenance, repairs and moderniza- 
tion of the company’s logging camp, an item of 
a type which can be postponed relatively easily 
whenever the company feels the need to trim its 
capital expenditure programme. It was pointed 
out that it had been the coincidence of a very 
large capital expenditure programme with restric- 
tive monetary conditions which had led credit 
conditions to be in part responsible for the post- 
ponement of significant expenditures. During 
periods of more normal rates of expansion, the 
company would be less likely to consider changes 
in credit conditions as a major factor condition- 
ing capital expenditures. Even in the present 
circumstances the company feels confident that 
their bank would be willing to provide financing 
for an extended capital expenditure programme. 


(c) Textile ladustry 

63% of the surveyed firms in the textilein- 
dustry have had outstanding bank loans, as com- 
pared to 47% of all other firms surveyed. These 
loans are primarily intended for the finance of 
inventory, as the textile industry’s share of bank 
term loans is far less than their share of all 
other types of bank loan. It is therefore not sur- 
prising that the proportion of textile firms stat- 
ing that they reduced inventories in 1959-60 be- 
cause of the change in credit conditions was 
significantly greater than the corresponding 
proportion of firms of similar size in other in- 
dustries. Changes in capital expenditures were 
not greater in the textile industry than in others, 
primarily because the relatively slow growth and 
declining profits in the industry have not led to 
large capital expenditures even in times of rel- 
atively easy credit. The poor profits in this in- 
dustry have placed many firms in this industry in 
the position of being unable at any time to ob- 
tain the capital they require. 
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“A project of approximately $3,000,000 is ready 
to be implemented which has been deferred 
several years until it could be financed through 
internal sources and available bank credit. At 
the time (1959) borrowing by way of bonds and 
debentures was too costly and issue of share capi- 
tal was not attractive in view of the depressed 
state of the industry. This project involves the 
rehabilitation of a yarn mill. In view of the fact 
that our industry is generally known to be a low- 
return business, anything that increases the cost 
of capital projects is critical.”’ 


Thus several of the firms alleging post- 
ponements in 1959-60 were found on interview to 
have been equally unable to extend their borrow- 
ings during periods of generally easier credit. 
Since so many of the firms in this industry are 
operating continually at the limit of their author- 
ized lines of bank credit, the bank manager’s 
Opinion becomes a more important element in 
capital expenditure and inventory decisions. 

One company has no long-term debts, but carries 

an average bank overdraft of $3-4 million, an 

amount two-thirds as great as the total owner’s 

equity in the company. The firm maintains a 

close and friendly relationship with their bank 

and seldom undertakes major capital expenditures 
which the bank feels to be inadvisable. Thus, 
during periods of credit restriction, the company 
has been discouraged from making new capital 
expenditures, while the company’s line of credit 
has been extended during periods of credit ease. 

The president suggested that in 1959 the company 

might have spent as much as $% million or more 


on new equipment had the bank been more able to 
provide increased credit. 


The implication was clear in this case and 
in others like it that the availability of bank 
credit has an important bearing on capital ex- 
penditures in this industry, even though the vol- 
ume of term loans to textile firms is relatively 
small. 


(d) Mining, Smelting, Metal and Mineral Products 

The response of this industry group is close 
to average, and the chief characteristic of its 
firms’ financial structure, as revealed by the 
questionnaire, is that significantly fewer firms 
in this group have used bank credit, bonds, or 
term loans during the survey period. The chief 
reason for this is the inclusion of a considerable 


number of mining firms,many of whom use share 
capital and retained earings as their only sour- 
ces of finance. Many of these firms are so re 
moved from the capital market that the Commis- 
sion’s questionnaire seemed quite irrelevant. 


‘‘Our company represents an old established gold 
mine and has not required financing for many years 
and capital expenditures have been financed out 
of current earnings. Therefore we have not been 
affected directly by any changes in the banks’ 
financial policies,”? 


“Our company is a mining, holding and explora- 
tion company and in recent years has been financed 
entirely from its own cash assets and the 
income return on its principal holdings. Therefore, 
our type of company would not be applicable for 
your survey purposes.’? 


‘‘Considerable thought has been given to the 
form and the conclusion developed that it would 
not apply in our particular case. At present our 
Canadian plant is not operating as a producing 
unit but devoting its energies to the development 
of a mining property. While this has involved an 
expense of approximately $30 million, it has not 
been dependent upon nor particularly influenced 
by the cost or availability of Canadian funds. 
Financing for this development work has been 
obtained from our profits or credit from our United 
States operations.’’ 


Some of these firms were unconcerned be- 
cause their cash flows from successful claims 
were adequate to finance whatever new projects 
could be found (this was particularly true of the 
larger companies). 


“Actually as the enclosed balance sheet shows, 
the company has had sufficient funds to finance 
large capital projects without resorting to raising 
additional capital.” 


Many of the firms stated that their operations 
were not financed with borrowed funds. 

‘‘The Company’s activities have not been directly 

influenced by the availability and cost of credit. 

The expenditures have been financed from the 

proceeds of share issues. For these reasons a 


good many of the questions on the form did not 
appear to be applicable to our operations.” 


Other firms, while pointing out that equity 
issues were their principal source of extemal 
funds, drew attention to the relationship they 
observed between credit conditions and the ease 
of selling shares. 


| 


**Sale of shares, our principal source of financing, 
is adversely affected by credit restriction in 
direct proportion to the severity thereof. Therefore 
our expenditures were decreased in the years of 
restriction stated in this questionnaire, to a far 
greater amount than the actual postponed programme 
contemplated \and set out herein. ’? 


The industry group as a whole containslarge 
integrated mining and smelting firms, and firms 
of all sizes manufacturing metal and mineral 
products. Thus it is that the financial structure 
and nature of response of the purely mining ven- 
tures are obscured in the totals of questionnaire 
answers. 


(e) Other Manufacturing 

The firms in this group submitted question- 
Maire responses as varied as the competitive 
situations in which they operate. Since no clear 
industrial pattern emerges from the answers, no 
discussion is necessary on the basis of an in- 
dustrial breakdown. 


(f) Petroleum 
Capital expenditures in this industry are 
large, centralized and mainly made by foreign- 
owned companies. Of the $385 million spent in 
1959, over two thirds was spent by firms with 
assets over $90 million, and about 90% by firms 
controlled outside Canada. The major spenders 
are the large integrated oil companies, whose 
capital expenditures have in general not been 
affected by credit conditions in Canada. Situations 
have apparently arisen, however, when relatively 
unattractive conditions in Canadian financial mar- 
kets have combined with declining sales expec- 
tations to cause some restrictions to be put on 
capital expenditures. 
An integrated oil company wishing to stretch out 
the use of funds obtained in 1958 and avoid addi- 
tional borrowing in 1959 because ‘‘funds werenot 
available on feasible terms’’, reduced its capital 
expenditure programme in 1958 and 1959. The 
precise amounts involved were not made available 
but apparently some 10% was cut off planned 
expenditures on exploration and development and 


some 20% off the service station construction 
programme. This amounted to around $5 million. 


Another integrated oil company suggested that 
the tightening of financial conditions in 1959- 
60 and in mid-1962 led the company to restrict 
their capital expenditures to those which could be 
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financed by internal funds or moderate increases 
in accounts payable to their parent company. 
Specific projects were not cut but upper limits 
were set on the amounts which various depart- 
ments were authorized to spend for capital pur- 
poses. It was suggested that if domestic credit 
conditions had been easier perhaps an additional 
$2 million would have been added to the 1959 
capital budget but this was described as a ques- 
tionable estimate. 


A third integrated oil company indicated that the 
experience of 1959-60 had led the company to 
cut capital expenditures at the first sign of 
economic difficulties which might require a tight- 
ening of credit conditions. In 1962 capital expen- 
diture programme of $4.6 million drawn up in the 
fall of 1961 proceeded more or less regularly 
until February 1962 when the Treasurer ‘‘felt 
that things were not going too well?’ and ine 
structed those responsible for capital expenditures 
to ‘‘go slow’’, In May the capital budget was 
reduced largely from a downward revision in the 
service station construction programme. The 
exploration department budget was also reduced 
by more than 10% The size of the total cut was 
$2.6 million. The Treasurer has also indicated to 
each division the total amount of funds likely 
to be available for capital expenditures in 1963. 


In most of the instances the companies had 
relatively low cost alternative sources of funds 
in other countries, so that it is difficult to 
establish with certainty the importance of 
Canadian credit conditions to the decisions 
which were made. Other major companies have 
switched their sources of finance when credit 
conditions tightened in Canada, without making 
any changes in their capital expenditures, 


A large producing firm found that bank tightness 
in 1959 had forced them to arrange a large short- 
term credit with a U.S, bank prior to making a 
market issue in the United States. Despite the 
strength of these financial pressures, officials 
could not recollect any changes in the capital 
expenditure programme. 


The smaller firms in the industry are pri- 
marily engaged in exploration and production, 
relying to a limited extent on bond issues and 
chartered bank production loans, but principally 
on equity issues and retained eamings, often 
collaborating with several other firms in the 
development of new wells or fields. Some of 
these firms have found credit conditions to be 
of some importance in their decisions. 
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One medium-sized producing firm has found that 
their purchases of reserves and producing proper- 
ties have from time to time been affected by the 
availability of bank credit. They suggested in a 
letter accompanying their questionnaire that re- 
strictions on the length of time for which the 
banks were prepared to extend production loans 
were at least partly responsible for the firm’s 
occasional financing difficulties. 


In the fall of 1959 a medium-sized producing firm 
had to go to a New York insurance company for 
funds to finance a $3 million development drill- 
ing programme. The only security which they could 
provide was oil and gas property, and they found 
that this was not adequate for Canadian banks 
and insurance companies in the latter half of 
1959. 


Another producing firm reported in its question- 
naire that ‘‘The shortage of bank money since 
mid-1962 made it necessary for us to go outside 
Canada to obtain funds for short-term financing 
of certain oil properties which we normally finance 
by production loans in Canada.’’ 


Some of the firms in the oil industry have 
insulated their spending plans from financial 
pressures in Canada by raising funds in advance 
of needs. 

“Since incorporation of the company in 1952, we 
have endeavoured to arrange financing at times 
when money was available at reasonable rates 
rather than for specific projects. This philosophy 
has been adopted mainly because of the nature of 
our industry when large amounts are needed imme- 
diately after major discoveries, which makes it 
extremely difficult to forecast the extent of capital 
expenditures in any given year. We have not yet 
been in the position of having to borrow or com- 
plete development at any time other than the time 
we have been able to choose with due regard to 
availability and cost of borrowed money.’? 


Because of the high degree of foreign owner- 
ship in the industry, it is far more common for 
the smaller firms to be insulated from Canadian 
financial markets by dint of using only funds 
obtained from parent companies in the United 
States. 

One oil company reported that it *foperates in 

Canada as a branch office with credit and financ- 


ing requirements met as needed by advances from 
our home office.’? 


“‘The changes in availability of funds and interest 
rates in Canada do not affect our planned capital 
expenditures or financing policies. ............ 
corporation is a U.S.A. corporation and conducts 


petroleum producing and exploration operations in 
Canada through a branch. It is not involved in 
borrowing funds from Canada.’? 


‘We do not borrow. Any requirement for funds in 
excess of cash generated by operations is met by 
interest-free advances from parent company.’’ 


‘‘For a number of years we have been investing in 
Canada for the purpose of exploring for and de- 
veloping crude reserves. On balance, our capital 
expenditure has exceeded the revenues from sale 
of oil and the deficiency has been made up by 
converting U.S. dollars into Canadian dollars. 
Since interest rates in the U.S. have been lower 
than in Canada, it has been more advantageous 
to borrow in the U.S. when funds had to be obtain- 
ed through this medium. However, if a reversal in 
the interest rate relationship should occur, we 
would give serious consideration to borrowing in 
Canada.’’ This company went on to add: ‘‘Changes 
in interest rates have not had a material in- 
fluence on our investment decisions in Canada. We 
are much more concerned with the long-range out- 
look in regard to the maintenance of sound fiscal 
policies which will assure orderly economic 
growth, equitable taxation, stable exchange rates, 
freedom from exchange controls, and other condi- 
tions that are conducive to the initiation of sub- 
stantial capital investments.’ 


In the aggregate, the direct expenditure 
effects of changes in credit conditions on ex- 
penditures in this industry have been affected 
slightly less than those in other industries in 
terms either of the number of firms affected or 
the volume of postponed investment. 


(g) Utilities 
There are two important ways in which regu- 

lated utilities typically differ from other corpo- 

rations in ways relevant to the effects of credit 
conditions: 

(1) Public utilities make heavy capital expendi- 
tures on long-lasting assets financed in 
large measure by new issues of securities. 

(2) Public utility revenues are regulated so as 


not to exceed an approved return on a cer- | 


tain body of assets or on net equity. 
Utilities in 1959 accounted for $1.5 billion (or 
38%) of the $4 billion of capital expenditure 
covered by the survey. 

The survey evidence indicates that capital 
expenditures by utilities have been more fre 
quently affected by changes in credit conditions 


than those of similar-sized firms in other indus- 
tries. The extent of changes in capital expendi- 
tures in late 1959 and early 1960 by firms with 
over $90 million in assets is comprised more than 
90% by postponements by utilities. This to some 
extent is due to the large size and heavy capital 
expenditures by utilities in 1959, as more than 
$1.2 billion of the $1.5 billion of capital expen- 
diture by utilities in 1959 was made by corpora- 
tions with assets over $90 million. Even on a 
firm-for-firm basis, however, utilities have shown 
themselves to be more often affected. On the 
other hand, the capital expenditures made by 
utilities are so large that the total value of 
postponed and abandoned projects is a smaller 
fraction of the planned capital expenditures of 
utilities than is the value of postponements by 
all other firms as a fraction of their capital ex- 
penditure. 

Within the utility area, the number of firms 
is so small that it is difficult to know whether 
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inter-industry differences of response are due 
to intrinsic differences between the various 
utility industries or to the financial or manage- 
ment characteristics of certain firms. The two 
utility industries which evidenced a slightly 
greater degree of responsiveness were the elec- 
tric power and telephone industries whether 
responsiveness is measured in terms of the num- 
ber of firms affected or the value of projects 
postponed. These industries are among the 
most capital intensive of utilities (having high 
ratios of fixed assets to sales) although the 
differences among the various utilities are rela- 
tively minor. It does not appear that the electric 
power and telephone industries are much more 
reliant upon regular extemal borrowing than are 
the other utilities, although utilities as a group 
are much more dependent upon new debt and 
equity issues than are other industries. 

The capital expenditures made by public 
utilities in 1959 are shown in Table VII-1. 


TABLE VII — 2 
1959 Capital Expenditures 


Expenditures by 


privately owned government owned Total 
utilities utilities 
(millions) (millions) (millions) 
Electric Power 162.0 350.6 512.6 
Railways 135.6 214. 2 349.8 
Telephone 275.3 45.5 320.8 
Oil and Gas Pipelines and Gas 
Distribution 124,7 124.7 
Air transport 7.8 61,2 69.0 
Motor transport, Water 
Transport and Services, 
Warehousing, Broad- 
casting and grain 
elevators 139.7 139.7 
845.1 yA 1516.6 


Expenditures on toll bridges and highways, munic- 
ipal transit, water and gas systems, federal 
broadcasting and telegraphs and certain other 


Expenditures by 


unsurveyed govemment expenditures have been 
removed and the ownership is as at December, 
1961. 


ture in 1959 with railways combined with air, 


motor and water transport in order to avoid reveal- 


ing the identity of the firms. 


Electric Power 
The basic determinant of capital expendi- 


tures in most utility industries, and that men- 
tioned most frequently by officials interviewed, 
is the need to provide the service demanded 


The utility industries will be examined in 
order of the size of their total capital expendi- 


378 ROYAL COMMISSION ON BANKING AND FINANCE 


within the company’s service area. Particularly 
in the case of electric power, decision makers 
are of one mind about the nature of the impera 
tive which govems their capital expenditures. 


One utility president commenced the interview 
by emphasizing the utility’s basic purpose — to 
supply power in whatever quantities are demanded 
— noting that this basic service requirement, when 
considered in conjunction with the high cost of 
carrying unused facilities, explained why there 
was very little flexibility in the utility’s capital 
expenditure programme. 


“‘The timing of our capital expenditures does not 
hinge on the suitability of the expected retum, 
nor on the cost or availability of money. We are 
obligated to provide additional facilities as the 
demand for power arises.” 


‘Being a public utility, irrespective of the condi- 
tions of the money market, we have no choice but 
to meet customers’ demand.’?’ 


Although there is no doubt about the unanim- 
ity of power utility officials in their analysis 
of the general determination of their capital 
expenditures, there were some slight differences 
of view about the extent to which marginal 
adjustments could be made to a spending pro- 
gramme. 

One official suggested that the following types of 

expenditure might in some cases be postponed 

without affecting the generating capacity of the 
system: (1) line replacement, (2) expenditures on 
the communications system linking up the various 

parts of the power company’s service area, (3) 

improvements to concrete dams, (4) expenditures 

on new transmission towers and _ substations, 

He suggested that from 4% — 6% of the company’s 

current capital budget was for items of this type 

which could be postponed without affecting in the 


short run the company’s ability to provide a given 
amount of power. 


Given a large programme of capital expen- 
ditures, requiring fairly heavy borrowing, and 
fundamentally determined in size by a service 
demand which must be met, how are these ex- 
penditures affected by short-run changes in 
credit conditions? There are two important and 
distinct ways in which effects may come about. 
On the one hand, changes in interest rates may 
alter the economic balance between different 
methods of producing the same power output. 


On the other hand, unattractive conditions in 
financial markets, as evidenced by low bond 
or equity prices and high interest rates on short- 
term funds, may lead a utility to postpone the 
issuance of long term securities, and possibly 
to postpone capital expenditures as well. 


(i) Interest rates and the techniques of power 
production 
Interest rates are an important element in the 
comparison of alternative power projects, since 
interest is such an important element of the 
total operating and carrying cost of generation 
and transmission facilities, and since there are 
often alternative methods involving significantly 
different amounts of capital. There are, however, 
very definite limits to the importance of interest 
rates in these decisions. Officials in most elec- 
tric utilities stated that in the light of the re- 
quirements of a balanced generation system and 
the orderly development of the most favourable 
power sources, there seldom, if ever, arose 
situations where a change of 2% in the interest 
cost factor would alter the balance between 
thermal and hydro power generation. The same 
was largely true of decisions regarding trans- 
mission facilities, although interviews dis- 
closed some cases where interest rates had 
played a part: 
The construction of a high voltage transmission 
line was compared with the cost of providing 
temporary power by diesel generation. Using a 6% 
rate for comparison, the carrying costs on the 
capital value of the transmission line were greater 
than the costs of operating the diesel generators, 
and the construction of the line was therefore 
postponed. Had a lower rate been used for 
comparison, the transmission line would have 
seemed more advantageous, and might well have 
been constructed. This example was presented as 
an exception to the general rule that changes in 
interest rates over normal ranges have not been 
responsible for changing the capital intensity of 
the utility’s operations. 


The considerations of system balance and 
availability of new sites primarily affect the 
possible extent of longer run changes in the 
ratio of capital to output. There is another limi- 
tation, perhaps more important in the short mn, 
which was described in an interview: 


The executives suggested that perhaps the most 
important restriction on the use of monetary policy 
to affect the choice between thermal and hydro 
power generation is the extremely long lag between 
decisions to build hydro projects and the actual 
expenditures on construction. This long lag has a 
double effect. On the one hand, it forces the mane 
agement to base its choice between thermal 
and hydro on their anticipations about the interest 
rates which will exist at the time borrowing is 
necessary to finance construction rather than on 
the interest rate existing in the market at the 
present time. On the other hand, once the deci- 
sion has been made to build, there is very little 
freedom to alter the amount of capital expenditures 
which must be made in any one year: thus a change 
in interest during the construction period will 
change the total cost of the project without chang- 
ing the size or timing of the capital outlay made. 
(Construction lead times were estimated at 3 
years for thermal projects and as much as 8 years 
for hydro projects). 


The long lags between expenditure decisions 
and the related borrowings were described by 
executives in several other utilities as the rea- 
son why arbitrary or seldom varied rates are 
used when various projects are compared. 


A hydro utility uses a 5% interest rate when 
assessing projects, having some years ago 
decided that they were unable to predict interest 
rates five years in the future. 


The survey evidence indicated that a change 
in interest rates did play an important role in at 
least one choice between hydro and thermal 
power generation since 1954, but the weight of the 
total evidence suggests that the nature of the 
projects and the related decision-making proce- 
dures is such that short-run changes in interest 
rates are very seldom likely to have similar 
effects. 


(ii) Changes in capital expenditures related to 

conditions in financial markets 

The major effects of changes in credit con- 
ditions on utility expenditures have taken place 
because of decisions to avoid additional borrow- 
ing under prevailing market conditions. Since the 
aim of such measures is usually to keep long- 
term borrowing to a minimum while awaiting more 
propitious market conditions, they usually in- 
volve a package of financial and capital expen- 
diture changes. 
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The treasurer of a utility noted that the credit 
shake-up of August 1959 led to an economy drive 
within the company. Reserve fund investments 
were liquidated in order to make necessary cCapi- 
tal expenditures, and a large amount of postpone- 
able items were deferred to subsequent years. 


A utility official interviewed in mid-July 1962 
noted that a planned expenditure of $300,000 
for the construction of a branch office had just 
been postponed pending the easing of conditions 
in the capital market. In addition to trimming 
its capital budgets in times of financial stringency, 
the utility also tends to draw heavily on its line 
of bank credit while waiting for an auspicious 
time to launch a bond issue. 


Facing increasing interest rates in the late spring 
of 1962, another utility cut the size of a planned 
bond issue by 25%, covering most of the difference 
by short-term borrowing, but also postponing a 
capital expenditure programme and deferring 
an extension of trade credit. The net reduction 
of capital expenditures in 1962 was approximately 
$350, 000. 


The reason for the avoidance of borrowing 
and related postponement of expenditure was 
usually related to the anticipation that interest 
rates were likely to go down within a fairly short 
space of time. In some cases the decision to 
trim expenditures in order to reduce cash require- 
ments was made by the management of the 
utility, while in the case of publicly owned util- 
ities the measures were often initiated by gov- 
emment officials anxious to keep total pro- 
vincial borrowings as low as possible. Several 
electric utilities expressed a willingness to 
borrow at current market rates whenever funds 
were required, being of the view that borrowing 
costs would tend to average out over time, and 
that the regulatory authority would consider their 
borrowing costs when setting power rates. 


Telephones 

The chief difference between the telephone 
industry and other capital intensive utilities is 
that there appears to be more freedom in the 
scheduling of the capital expenditures which 
must be made to provide a certain level of serv- 
ice. This is because ‘“‘the product of the tele- 
phone industry has more than one dimension, 
and these dimensions are to some extent 
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substitutable for each other.’?* When the volume 
of telephone calls increases, or the demand for 
the installation of new stations grows, a tele 
phone company can choose one of a number of 
methods of meeting these increased demands, 
Some officials state that the telephone com- 
pany would have no choice but to increase 
its facilities as fast as the demand increased, 
while others suggest that the increased demands 
could be met, at least temporarily, by changing 
one of the less obvious of the dimensions of the 
company’s service. More toll calls could be 
put through a given toll-switching facility in a 
given day, for example, by occasionally making 
customers wait a few seconds longer before \their 
call is put through. 

In addition to this flexibility in capital ex- 
penditures provided by a telephone company’s 
limited freedom to set the standard of service 
which it will provide, there is some freedom also 
in deciding the amount of maintenance and re 
pair expenditures which will be made in any 
one year. This latter freedom is, of course, one 
which is shared with any spending authority 
responsible for maintaining in service a body 
of fixed assets whose use lives are not rigidly 
set by technological factors. These two types 
of freedom which a telephone utility has in 
setting the level of its capital expenditures 
are related, as a sustained reduction of 
replacement expenditures will in time affect the 
level of service in the same way as will a policy 
of increasing the load factors on existing cir- 
cuits rather than building new circuits when 
demand increases. 

Telephone utilities, especially those under 
private ownership, feel obligated to provide a 
level of service whose more obvious dimensions 
do not change. 


‘““For a telephone company service is of prime 
importance and we feel that we cannot afford to 
maintain other than high service standards — the 
leeway here is very slight with respect to either 
the amount or quality of service provided. With 
this limited flexibility, at a given level of demand 
monetary conditions would not have much effect 
on our capital spending,’’ 


. Clark, Paul G., ‘‘Investment in the Telephone Industry”’, 
in Leontief, ed., Studies in the Structure of the American 
Economy, O.U.P., 1956, p. 261. 


There was some evidence also that the 
amount of freedom in scheduling expenditures is 
decreasing. 


The vice-president of a large telephone system 
suggested that his company’s freedom to schedule 
capital expenditures would be less in the future 
than in the past, now that the system is almost 
entirely converted to automatic equipment. He 
suggested that there would remain a substantial 
number of expenditures each year (perhaps one- 
third of total capital expenditures) on renewals of 
outside plant, placing equipment underground, 
direct distance dialling conversions, and new 
administrative buildings, which can to some ex- 
tent be scheduled in the light of the current state 
of corporate earnings and liquidity. 


Within their limited scope for adjusting ex- 
penditures, several telephone utilities have 
altered their capital expenditures in part be 
cause of changes in credit conditions. For pro- 
vincially owned systems the adjustments have 
been non-existent at the management level and 
negligible at the provincial level. The changes 
in the expenditure plans of privately-owned 
telephone systems have been related more to 
changes in estimates of system demand and 
earings than to changes in borrowing condi- 
tions, although interest rates were stated to be 
a contributing factor. Current eamings apparent- 
ly affect planned capital expenditures because 
of their effect on the value of the company’s 
shares. Two examples may be given: 


The Board of one utility examines proposed cap- 
ital expenditure programmes in the light of 
current and prospective earnings. If the current 
Or prospective earnings are ‘‘inadequate’’, then 
the capital expenditures programme is reduced. 
‘Inadequate’? earnings are those which are ‘‘not 
sufficient to support the obtaining of the amount 
of money required to finance the proposed capital 
expenditure programme.’’ The Board feels that 
whenever earnings are below a certain (but unde- 
fined) level, there are definite limits to the 
amount of capital which the company can expect 
to get from the capital market during that year. 
The capital expenditure programme is then trim- 
med ‘‘to the point where it can be successfully 
financed given the company’s current eamings 
position and the state of the capital market’’. To 
the limited extent that calculations are made of 
the effect of proposed expenditures on current 
earnings, it would seem that the company’s budget 
paring procedures are such as to cut heavily 
expenditures on assets with long use lives and 


more particularly on those whose early years of 
operation are unprofitable. Most of the items 
which are cut out are those apparently whose 
effect on current earnings position cannot be 
easily determined, or at any rate is not determined. 
The items include such things as office equip- 
ment, replacement of motor vehicles, the building 
of supply centres, and some line replacement. 


“We are, of course, concerned with maintaining 
and increasing our earnings to ensure that the 
funds that we shall have to raise will continue 
to be forthcoming and at reasonable terms. Ob- 
viously, the state of general financial conditions 
can also help. If the stock market is generally 
buoyant, then we can obtain a better price for our 
issues.’’ 


It would appear that the relative importance 
of current eamings as a determinant of capital 
expenditures will vary with general conditions 
in the equity market, which in tum will be in 
some measure related to credit conditions 
generally. If earnings are considered low, 
the reduction of capital expenditures eases 
the situation by reducing the current require- 
ments for external funds. For similar reasons, 
capital expenditures may be kept as low 
as possible when borrowing conditions are 
difficult. 

Since the telephone industry is a regulated 
utility, there are obvious limits to the capital 
expenditure adjustments which can  advanta- 


geously be made. 
‘¢... the requirement for us to undertake heavy 
capital spending remains whether our eamings 
improve or not and whether or not the money mar- 
kets are favourable. Only to a very limited degree 
are we able to advance or defer security issues 
to take advantage of current conditions. In the 
event that capital costs rose to the point where 
they could not be offset by economies in other 
directions, then our earnings and hence our abili- 


ty to pay dividends and raise further capital 
would be impaired and we would be forced to 


apply for an increase in rates. The re-pricing of 

regulated services is not an automatic process.’’ 

Since the regulating authorities apparently 
all consider either directly or indirectly the in- 
terest costs of the telephone companies when 
they are setting rates, it is probably the dan- 
gers and difficulties attached to rate increase 
applications which cause some companies to 
adjust their expenditures at times rather than 
pay current rates on whatever extemal funds 
would otherwise be required. In total, the 


THE EFFECTS OF MONETARY POLICY—Vu 381 


adjustments made by the various telephone 
companies in the last quarter of 1959 and 
the first two quarters of 1960 because of the 
change in credit conditions probably did not 
exceed 2% of 1959 capital expenditures by tele 
phone utilities. 


Oil and Gas Pipelines and Gas Distribution 

The companies in this industry may operate 
either as common carriers or as buyers, trans- 
porters, and sellers of oil or gas; in either case 
their operations are more capital intensive than 
any others but those of hydro-electric power com- 
panies. The pipelines have a life expectancy 
of about thirty years and are financed primarily 
by long-term debt. (All the 25 firms surveyed 
have long-term debt outstanding, while more 
than one-half also use bank credit to some 
extent.) For the firms operating as common 
carriers, interest on funded debt is easily the 
largest expense item. It might therefore be 
supposed that the profits on pipeline operation, 
and the incentives to undertake new projects, 
would vary considerably in response to changes 
in long-term interest rates. In addition to the 
general importance of interest rates on total 
costs, there are some particular areas where 
the level of interest rates might be supposed 
to play a role in setting the timing of ex- 
penditures. Pipeline companies, particularly 
gas distribution companies, have a certain 
element of freedom in deciding when to extend 
their service to new areas, and there is occa- 
sionally a choice between expansion of capac- 
ity by either adding pumping stations or by 
expending more capital and looping the line. 

Our evidence indicates that none of the firms 
in the industry have altered materially their 
capital expenditures during any one year because 
of changes in credit conditions. None of the 
seven large firms interviewed had altered their 
spending at all, while only one of the 19 smaller 
firms surveyed (all but one were over $5 million) 
indicated a more selective approach to new proj- 
ects when interest rates are high. 

One of the reasons for this lack of response 
is easy to spot. Excluding the two large gas 
distribution companies, all of the major pipe 
lines have relied heavily on U.S. funds for their 
expansion. Two of them stated that the larger 
gap between U.S, and Canadian long-term rates in 
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1959-60 led to a slightly increased use of U.S. 
funds, while all indicated that only the larger 
U.S. market could provide enough funds, on 
reasonable terms, for major pipeline development. 
Among the smaller firms, many have borrowed in 
the U.S., and four indicated that the interest 
rates of 1959-60 or 1962 were responsible for 
additional funds being obtained in the U.S. 
The impact of changes in Canadian credit con- 
ditions is further reduced by the use of bank 
loans to finance construction until long-term 
rates are at a satisfactorily low level. 

Beyond this general insulation from Canadian 
credit conditions, it was found that changes in 
interest rates and the availability of funds were 
of little importance in the planning of capital 
expenditures (except for one small gas distrib- 
utor who spoke of a chronic shortage of long- 
term debt funds for small utilities). 

A general reason for insensitivity is the 
fewness of major capital expenditure decisions, 
and the extent to which the timing of a project 
is dictated by non-financial circumstances. An 
interview report paraphrases the general phi- 
losophy behind the decisions. 

As gas reserves build up in one area, and a po- 

tential market builds up in another, there is, 

under contemporary conditions of fuel cost and 
supply, a large and growing financial incentive 
to build pipelines from supply areas to. market 
areas. Thus, although high interest costs may 
appear to make a pipeline operation temporarily 
unprofitable, the long-run prospects for profitable 
operation are frequently great enough (and uncer- 
tain enough) that the combined prospect of refund- 
ing at more favourable rates and taking advantage 
of growing market demand is great enough to 


remove any delaying influence that temporarily 
high interest rates might otherwise have. 


There are also particular reasons why dif- 
ferent firms in the industry have not adjusted 
their expenditures at all when credit conditions 
have changed. Four separate explanations serve 
to describe, either directly or indirectly, all the 
major pipeline companies. 

One large pipeline operating as a common carrier 

hasits rates set so as to produce a 714% return 

on total assets employed. There are limited pro- 
visions for renegotiation of charges should costs 
vary materially, Although, under this system, 
changes in borrowing rates affect dramatically 
the return on equity in new projects, the company 


continues to accept all new contracts whenever 
they become available. They operate on the pre- 
sumption that as long as borrowing rates move 
around an average which is less than 614% or so, 
the average return on new projects will continue 
to be acceptable. Interest rates would only affect 
planning if they moved out of the 4-64% range and 
were expected to remain in the new range for 
some time. In such a case, if the rates were 
above 614%, the company would ask for approval 
to charge higher rates, 


Another large pipeline handles the problem slight- 
ly differently, negotiating each purchase and sales 
contract at prices which will produce a net return 
on assets 2% higher than the current cost of long- 
term funds. The company is willing to accept all 
contracts which can be negotiated on this basis. 
The company uses foreign funds on occasion to 
keep borrowing costs and contract prices as low 
as possible. Even though an increase in interest 
rates of 1% might cause a change in the sale price 
of 3% or more, the company executives doubted 
whether interest rate changes of the size expe- 
rienced in the 1950’s would have any effect on the 
number of contracts undertaken. 


A number of pipelines carry gas or oil for con- 
sumer-owners, companies who have shares in the 
pipeline and use it for transporting their products. 
These consuming companies decide how much gas 
or crude they need delivered in a particular pe- 
riod, and the capacity is provided. Changes in 
interest rates, and the resultant changes in trans- 
mission costs, have apparently had no effect on 
the demand estimates made by the consumer- 
owners. 


The gas distribution companies surveyed have 
not altered their expenditures, in part because 
many of their projects involve the provision of 
gas to new houses in their service area, and 
in part because they tend to use average rather 
than current interest rates when making feasibility 
studies. When credit restrictions reduce the num- 
ber of housing starts and hence the number of new 
houses hooked up, one company attempts to coun- 
terbalance, with apparent success, this reduction 
in capital expenditures by increasing the amount 
of effort expended in persuading the owners of 
older homes to switch to gas heating, 


Rail, Air, Motor Transport and Other Utilities 

These other utilities are so diverse in their 
nature and operations that as a group their re- 
Sponsiveness to changes in credit conditions 
does not differ noticeably from the average of 
all surveyed firms. Among these utilities, dif- 
ferences in response seem to be related more to 
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the financial strength of the firm than to the 

value of their fixed assets. For example, the 

following is from an interview with one of the 

most capital intensive of transport utilities: 
The vice-president of a large transportation utile 
ity described at length the restrictions placed on 
the company’s freedom of purchase by technical 
innovation and competitive pressures, which com- 
bined to force the company to purchase a certain 
volume of the latest equipment. He suggested that 
using a differing volume of equipment to provide 
the same service would so increase the average 
cost of transport that changes in interest rates 
less than 2% or 3% could have no effect on the 
optimum pattern of capital expenditure. 


Even in cases where interest rates are con- 
sidered a more important element of project 
assessment, recent changes have not in them- 
selves led to changes in the number of approved 
projects. 


A major transportation utility subjects 60% of its 
capital expenditure proposals to rate of return 
calculations, and requires that projects produce 
an average annual return approximately equal to 
current borrowing costs plus 6% to cover depre- 
ciation and taxes. Study of budget cuts which 
have been made in recent years indicates that the 
projects at the margin of capital expenditures 
budget are in general not those on which explicit 
rate of return calculations have been made. An 
official described this state of affairs as one 
which was to be expected, since subordinate 
officials are unlikely to recommend rate of return 
projects unless the return which they promise is 
well above the accepted minimum. By the time 
the higher decision-making level is reached, the 
return on the remaining projects is high enough 
that they are safely inside the margin of accepta- 
bility. 


The executives of some heavily capital in- 
tensive transport utilities went to considerable 
lengths to emphasize the lack of responsiveness 
of their firms to short-run changes in credit 
conditions. 

The Treasurer and Assistant Treasurer of one very 

large transportation utility pointed out that their 

company had not altered its capital expenditure 
programme because of credit conditions. This was 
not due to any inflexibility in their plans for 
capital expenditure. When earnings weakened in 

1957 the company had no hesitation in cutting 

back its capital expenditure programme but while 

this coincided with a tight cash position and 
difficulties of borrowing, they emphasized that 


general credit conditions were not a factor. 
Similarly, when it was urged that the low rate 
of return realized by this company on its invested 
capital might cause them to be tempted, in periods 
of high interest rates, to make portfolio invest- 
ments rather than direct investments in plant and 
equipment, the Treasurer was emphatic that the 
company was not a financial institution and 
changes in the relative rates of return of investe- 
ment in plant and equipment and finance paper 
could not induce the company to defer capital 
expenditure in favour of making more profitable 
use of liquid assets. 


Summary 

In summary, the survey of utilities disclosed 
little evidence that short-run changes in interest 
rates similar to those which have taken place 
since 1954 have affected the type or value of 
fixed assets which utilities with easily available 
funds were willing to purchase. However, since 
utilities borrow frequently in order to finance 
their heavy purchases of fixed assets, there 
were a considerable number of cases where 
large capital expenditure programmes coincided 
with difficult borrowing conditions. In such cir- 
cumstances, firms often took steps to conserve 
funds so as to reduce as much as possible the 
amounts which had to be borrowed under condi- 
tions thought to be temporarily adverse. 


(h) Commercial Services 

The provision of commercial services is pre- 
dominated by small corporations, partnerships, 
and proprietorships. As the Commission’s direct 
survey was restricted to a sample of corpora- 
tions, less than one-half of the $203 million of 
1959 capital expenditures were made by the cor- 
porations from which the Commission’s survey 
sample was drawn. The financial structure of the 
smaller service enterprises is similar to that of 
small business generally, and will be commented 
upon in a subsequent section. Among the larger 
firms in the service industry are those leasing 
machinery and equipment to other business firms. 
One such firm analyzed the effects of the 1959- 
60 credit conditions as follows: 

‘‘Changes in credit policy during this period had 

the effect of restricting the amount of business we 


could do to that which could be financed by our 
cash flow... Operations at that time were financed 
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by shareholders’ equity and bank loans,... 
and the credit restrictions then current hastened 
the steps taken to become a public company and 
seek additional funds from the investing public... 
In our business we cannot say from experience 
that a restriction of bank lending causes people 
to seek our service as a means of solving their 
difficulties. We find that there is as much or 
possibly more demand for our services when 
bank credit is normal or expanding.” 


This would appear to indicate that the de 
mand for some types of leasing depends on 
incentives other than the non-availability of 
borrowed funds. Evidence was received to indi- 
cate that demand for some other types of leased 
equipment is related to credit conditions. 

In general, with the chief exception of the 
equipment leasing firms, the capital expenditures 
in this industry are relatively minor, consisting 
mainly of office and automotive equipment and 
apparently not subject to significant alterations 
because of changes in credit conditions. 


(i) Construction Industry 

There was considerable evidence received that 
capital expenditures in this industry have been 
directly affected by credit conditions. The capital 
expenditures made by firms in this industry include 
purchases of machinery, equipment, and build- 
ings for their own use, as well as their con- 
struction, as owners, of other buildings which 
might subsequently be sold. The questionnaires 
mentioned a considerable number of postpone 
ments which tumed out on interview to be related 
to expectations about the long run competitive 
Situation in the industry rather than short run 
changes in the availability and cost of credit. 
Sometimes construction firms were able to pro- 
vide evidence of cases in which building proj- 
ects had to their knowledge been postponed 
through failure to obtain interim construction 
credits or mortgage funds during a period of 
restriction. Several firms spoke of changes in 
anticipated construction demand having some 
effect on the volume of capital expenditures 
made by the construction firm itself, 

“One of the first agencies to reduce loans for 

housing is the private mortgage company. This 

throws a greater number of loans to CMHC, but 


they become more selective, particularly regard- 
ing loans in small towns. We can point out many 


specific instances where individuals have post- 
poned or cancelled house orders because of re- 
duction in NHA loans. To go ahead the customers 
must therefore put up more money and pay higher 
interest rates for a mortgage.” 


‘*Most recently our contracting department was a 
successful bidder on an addition to a Legion. 
The cost was to be $100,000 — $60,000 to come 
from a mortgage arranged earlier. By the time the 
drawings and bids were completed, the money 
was no longer available. This job may later go 
ahead, but this is a simple example of actual 
slowdowns caused by lack of credit.” 


“Period of tight money definitely reduces volume 
of construction work available. This consequently 
would reduce any capital expenditure planned or 
required to maintain or expand our equipment.?? 


Other firms were unable to get funds for proj- 
ects which they wished to undertake on their 
own account, or for equipment needed to bid for 
contracts: 


‘‘This company borrows money in the form of 
mortgages on speculative homes. Nearly all 
homes are sold in the fiscal period, hence the 
relatively low amount of capital expenditures 
shown on balance sheets at year end. When NHA 
money is restricted our speculative and contract 
bidding is obviously curtailed and in order to 
continue building we must take conventional 
mortgages, use our bank credit or use internal 
funds.?? 


‘We hope, like most other firms, to extend our 
volume, relying on bank support to provide work- 
ing capital and some equipment. In 1959 we had 
the opportunity to bid, with the strong possibility 
that our bids would be accepted, on two large 
contracts, each of which was expected to produce 
an attractive profit. But since the bank was un- 
willing to provide the support necessary for us 
to buy the equipment which the projects required, 
we were unable to submit bids.’’ The company 
had discussions with its bank at this time (the 
late summer of 1959), and the bankers were un- 
willing to extend the company’s line of credit 
enough to allow the necessary equipment to be 
purchased without impairing the working capital 
required to carry on with the company’s other 
projects. The company’s bankers were apparently 
of the opinion that the projects were worthy of 
support, but the funds just were not available 
at that time. ‘‘This year (1962) we are having to 
turn down many attractive contracts because we 
just cannot finance them.’’ At present there are 
apparently at least four substantial projects 
(ranging in value from $% million to $4 million) 


the company cannot undertake because the bank 
is unwilling to provide the interim financing for 
the construction. The bank had agreed in June to 
provide interim financing for a large construction 
project. The following week the austerity meas- 
ures were announced, and the bank withdrew 
its support. The firm felt that the bank’s refusal 
was the kiss of death for the project, and did not 
make any direct attempt to obtain interim financ- 
ing from other sources. 


The executives agreed that their inclination to 
buy new equipment in 1962 had been reduced to 
some extent by the austerity programme curtail- 
ment of government expenditures, but both were 
of the opinion that more equipment would have 
been bought if funds were available, even in the 
light of the current level of anticipated demand. 


In times of easier credit, the effects noted 
above were to some extent reversed, although 
there were relatively few instances recorded in 
the questionnaires and interview reports. 

**We have purchased a considerable amount of 
fixed assets in 1962. This we feel is due to the 
increased volume of work made available by others 
undertaking building programmes. These under- 
takings by others were probably influenced by 
the availability of credit.’’ 


One third of the construction firms said they 
were unaffected because they relied only on 
internal sources, while others had not been 
affected by variations in the supply of external 
funds. 


‘‘Basically — financed by retained profits — mort- 
gage loans from lending institutions — at no time 
has there been any lack of funds.’? 


In total the 1959 capital expenditures by 
firms in the construction industry were $145 
million, 90% of which was on machinery and 
equipment. The total effects of changes in 
credit conditions on these expenditures for the 
last quarter of 1959 and the first half of 1960 
might be 5%, taking some account of the equip- 
ment which was not bought because of the volume 
of contracts was lower than anticipated. 


(j) Trade 

This industry, like the service industries, is 
comprised of many small business units, although 
in trade there are also several very large enter- 
prises. The capital expenditures in this industry 
were in large measure (perhaps 80% of $363 
million) made by 30,000 corporations, about 
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$75 million being spent in1959 by the approx- 

imately 200,000 unincorporated business units. 

Credit conditions influence wholesale or retail 

companies by: 

(i) Affecting the availability of working capital, 
and thus the firms’ ability to expand. 


‘Every time credit was suddenly curtailed, we 
went ‘shopping’ to other banks. But this was, of 
course, just the time when they were unable to 
meet the demands of their present customers, so 
we just had to earn a name for ‘slow pay’ with 
suppliers and at times lose distribution of valu- 
able lines due to our inability to pay promptly.’’ 


A senior executive of a small chain of retail 
stores reported as follows: ‘‘Our experience has 
been that in the three major periods of tight 
money aS a government policy, we were notified 
by our bank that a review of accommodations 
would be necessary and even though no formal 
change in the line of credit would be made, we 
were urged to reduce our demands on this line 
and it was clearly inferred that should this not 
prove effective formal reduction would be nec- 
essary. The result of the policy was, therefore, 
that we should immediately reduce our current 
purchases and attempt to live off our inventories.’’ 


A small wholesale lumber dealer wrote: ‘*The 
volume of business we can do is substantially 
determined by the availability of bank credit. 
This was felt most severely during the 1956-57 
period when we were forced to sharply restrict 
our sales to those customers who did not normally 
pay in a very prompt manner. Since over 50% of 
our sales are exported, this not only restricted 
our activity, but also curtailed the inflow of 
foreign exchange.’’ 


(ii) Affecting the availability of term loans or 
mortgage funds for the purchase of new 


premises. 

A small chain of retail clothing stores was ex- 
panding rapidly and opening new branches at the 
time credit was restricted in 1959, and found 
themselves unable to get an extension of their 
$200,000 line of credit, even though they had 
$1 million of accounts receivable to pledge as 
collateral. The Treasurer remarked: ‘It is amaz- 
ing what $100,000 of bank credit means—if you 
don’t have it when you need it.’? The company 
found that there was little money available even 
for factoring of accounts receivable. They managed 
to engineer one sale and leaseback, but it was 
not done soon enough to prevent large inventory 
cuts and a halt in the expansion programme. The 
company looks upon the major effect of the 1959 
credit restrictions as being due to the unhappy 
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coincidence of tight credit and a major expansion 
Programme. Even though they think such a coinci- 
dence is not likely to happen again, they are 
now much more wary in planning and making capi- 
tal expenditures. 


(iii) Affecting the anticipated sales volume, and 
thus the firm’s willingness to undertake 
expansion. This effect was especially 
noticeable in the case of firms supplying 
the construction and equipment industries. 


‘‘The availability or otherwise of credit has had 
a marked effect on our customers and consequent- 
ly on our profits from which we finance all capi- 
tal expenditures.’ 


‘It would be very difficult to show that any of 
our capital expenditure postponements had been 
directly due to credit conditions. Credit condi- 
tions affect us, by affecting our sales; in 1956-57, 
credit conditions (and other factors) reduced our 
sales to the point where we did not expect our 
profits to be large enough to justify expansions. 
It has been company practice for several years to 
use net earnings minus dividends as an upper 
limit on the total of capital expenditures in any 
one year. Anything which changes our sales is 
therefore likely to affect our capital expenditures 
as well.’’? Most of the company’s sales are earth- 
moving and road-building equipment, and the 
Treasurer considers these sales to be quite 
variable in response to changes in credit condi- 
tions. 


A farm implement manufacturer decided in the 
fall of 1959 to make minor additions to their 
present plant rather than spend $300,000 on a 
new plant, even though their banker was willing 
to provide the necessary funds. The manager 
explained that ‘‘The reason for this is that our 
bank manager advised us that due to restriction 
of credit, our customers would not be able to pur- 
chase farm equipment. Therefore we saw no rea- 


Son to expand to produce goods which our customers 
would not be able to buy.” 


(2) Effects on Small and Large Business Com- 

pared 

There are some difficulties in using data 
from the Survey to draw conclusions about the 
relative capital expenditure effects of changes 
in credit conditions on firms of various sizes. 
As indicated earlier, the Survey was intended 
to provide a census of all firms with assets over 
$5 million and a sample of smaller corporations 
was drawn at random by the Department of Na- 


tional Revenue and the Dominion Bureau of 
Statistics. Thus the possibility of sampling 
error arises in the case of the smaller firms. In 
addition, the surveyed firms $5-90 million include 
only firms not more than 50% owned by an- 
other active Canadian corporation, an attempt 
being made to have majority-owned subsidiaries 
consolidated in the questionnaire completed by 
the senior operating company in the group. The 
small firm sample, on the other hand, was cho- 
sen randomly from a sample of active corpora- 
tions, only those firms being removed which 
were to the knowledge of the D.B.S. wholly 
owned by other Canadian corporations. Although 
the nature of the ownership of many of these 
firms has been established, many of the remain- 
ing firms may be subsidiaries of domestic or 
foreign corporations. 


In addition to this element of doubt about the 
“‘effective size’’ of some of the firms in the 
small sample, there is some difficulty in cata- 
loguing the answers of the non-responders, 
many of whom were interviewed by telephone at 
a later date. Differences in the administrative 
structure of larger firms as compared with smal- 
ler may be responsible for the significantly 
lower response rate from small firms as well 
as the apparently greater margin of error in the 
questionnaires completed by smaller firms. The 
fact that answers from smaller firms were slight- 
ly less likely than answers by larger firms to be 
Supported by interview evidence provides some 
indication that financial terms and markets are 
less familiar to executives of smaller firms, 
and thus that a questionnaire requiring some 
degree of familiarity with the financial system 
might fail to provide a reliable measure of the 
effects of credit conditions on decisions by 
smaller firms. Finally, the number of completed 
questionnaires received from the firms in the 
smallest size classes was too small to give 
an accurate indication of the reaction of the 
smallest firms even under the assumption 
that the questionnaire answers were equally 
reliable guides to the responsiveness of firms 
of different size classes. Thus, although efforts 
were made to design a questionnaire which would 
be equally applicable to firms of all sizes, and 
the sample was stratified to provide known cover- 
age of all size classes, the final results of the 


questionnaire survey are relatively weak with 
respect to the smaller firms. 

In an effort to obtain the maximum amount of 
corroborative evidence to supplement the ques- 
tionnaire data dealing with small firms, the 
Commission’s research staff made other efforts 
to assess the relative frequency and magnitude 
of the effects of credit conditions on firms of 
various sizes. In several regions of the country, 
officials of trade associations and development 
boards of various types were interviewed and 
asked for references to small firms (below $5 
million in assets, and thus not assured of receiv- 
ing a questionnaire) which had in the past decade 
been affected by changes in the cost or avail- 
ability of credit. In a similar way, bank managers 
were interviewed in various parts of the country 
in an attempt to derive from them an assessment 
of the number and characteristics of the firms 
who were not able to get, during periods of re- 
stricted credit, the bank accommodation they 
might have expected to get during periods of 
lower interest rates and more plentiful bank 
reserves. Finally, the C.M.A. questionnaire 
answers dealing with the availability of bank 
credit in 1956 and 1962 were gone over to glean 
any references to capital expenditure postpone 
ments related to difficulty in securing bank 
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loans. These supplementary sources of informa- 
tion were not used as the basis for the Commis- 
Sion’s estimate, but they provided a valuable 
and much needed check on its accuracy. 

The unverified questionnaire data indicate 
that a higher proportion of firms under $5 million 
in assets postponed capital expenditures in 
1959-60 than did firms in the $5-$90 million 
category. The proportion was 10.0% of all re- 
spondents in the under $5 million category as 
compared with 5.8% of the firms $5-$90 million, 
and, if all known subsidiaries of Canadian and 
foreign corporations are removed, 11.1% for the 
small firms and 7.7% for the large. If these per- 
centages are adjusted for the proportions of 
postponements which were indicated by interview 
evidence to be not related to a change in credit 
conditions, the percentage of all small firms 
drops to 3.0% as compared to 2.3% for the firms 
$5-$90 million in assets. If the subsidiary firms 
are removed from both groups, the percentage of 
small firms rises to 3.0% and that of large firm 
to 3.2%. Taking the last comparison as the one 
which is most meaningful as an indicator of the 
effect of size on responsiveness, this difference 
is not a significant one. Tables VII-3, VII-4 
and VII-5 provide a more detailed breakdown. 


TABLE VII-3 


FIRMS UNDER $5 MILLION 
Analysis by Size Group 


Under 
$100,000 


Total Number of Firms Replying 
Total Number of Firms Interviewed 


$100—250,000 


$250,000— 


$1 million $1—5 million 


229 


Postponed or Abandoned 


Capital Expenditures: 
1956—57 
1959—60 
1962 
Any Year 


A=Number of firms giving a positive answer to the questionnaire. 


I =Number of above firms subsequently interviewed. 


V = Of the interviewed firms, the number whose answers were partially or wholly verified. 
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TABLE VII-—4 


FIRMS OVER $5 MILLION 
Analysis by Size Group 


$5 — $10 
million 


$10 — $15 
million 


$14 — $25 
million 


Total 


$25 — $50/$50 — $90 Size 
million million Unknown 


Total number of Firms Replying 


Total number of Firms Interviewed 


109 
2S 


586 
117 


: 
ES a 


felled haa 


Postponed or Abaridoned 


Capital Expenditures: 
1956—59 

1959—60 

1962 

Any Year 


A= Number of firms giving a positive answer to the questionnaire, 


I = Number of above firms subsequently interviewed. 


V = Of the interviewed firms, the number whose answers were partially or wholly verified. 


If consideration is given to the size of proj- 
ects postponed rather than to the proportion of 
firms making postponements, the effects of 
changes in credit conditions appear to be greater 
on the smaller firms. The reason for this is the 
relatively smaller fraction of small firms making 
Significant capital expenditures in any given 
year. Thus for those smaller firms affected, the 
postponed capital expenditures tend to be a 
larger fraction of their annual capital expen di- 
tures than is the case for larger firms. 


A further proposition is that firms with assets 
below $100,000 and above $5 million make pro- 
portionally fewer and smaller demands on bank 
credit than firms between these sizes, and 
therefore, other things being equal, firms with 
assets between $100,000 and $5 million are more 
likely to have their expenditure affected when 
there are restrictions placed on the availability 
of bank credit. Of course, the mere use of bank 
credit in certain amounts is not necessarily an 
accurate guide to the extent of reliance upon it. 
Thus the Canadian Manufacturers’ Association 
questionnaire retums indicated a larger fraction 
of respondents with sales under $250,000 having 
had difficulty in obtaining desired bank credit in 
1956 and 1959 than of firms with sales $250,000 
to $1 million. Nevertheless, there appeared a 
certain weight of evidence indicating that many 


firms with assets below $100,000 (and often 
firms much larger) relied entirely on retained 
eamings and loans or investments from one or a 
small group of shareholders. 
The owner of a small (under $100,000 in assets) 
dairy wrote as follows: ‘‘I have not completed 
the questionnaire because it does not apply. This 
is a small, privately-owned business, financed 
originally in 1947 — family only — there has been 
no subsequent financing. To date, operating costs 
and capital expenditures have been met from 
general revenue.??, 


‘‘Our company is a rather small, privately-owned 
company having sufficient cash in the bank for 
our need and also an additional reserve invested 
in government bonds. Fortunately this condition 
has existed for many years, with the result that 
we have not found it necessary to seek credit; 
therefore, you will appreciate we are not in any 
position to supply any information on the matter 
of credit with which we have never been familiar.’? 


‘fAll our financing has been done internally and 
we have never gone into the market for money. 
We have not established a line of credit with our 
bank since we have always maintained sufficient 
cash to handle our operations. We do not contem=- 
plate any change in this policy in the foreseeable 
future. We might add that the only e° ect this tight 
money situation has had on our perations has 
been the sloweup in collections from our custome 
ers. As a result, we have been possibly somewhat 
more lenient during tight money situations on 
collections. ?? 


Indications were received from questionnaires 
and bank interviews that loans under the Smal] 
Business Loans Act and from the Industrial 
Development Bank were often available, partic- 
ularly in the 1962 period of credit tightness, to 
finance the capital expenditures of the smallest 
businesses. 


**One branch manager of a chartered bank could 
recall only three projects in 1959 of a type which 
would have been approved before the restrictions 
were in force. Of these three projects, all involv- 
ing capital expenditures, none was delayed a 
significant length of time by the failure to obtain 
bank financing of adequate proportions. One proje 
ect was financed entirely by the LD.B. The 
second was financed temporarily by the Bank 
on the understanding that the LD.B. would pro- 
vide long-term financing as soon as ccnstruction 
was completed; while the third received temporary 
financing from the I.D.B. until long-term financ- 
ing was arranged from a large American supplier. 


From somewhat larger firms there came more 
frequent comments that the lending attitude of 
the chartered banks was the chief determinant 
of expansion decisions. 


**Our plans were affected in the years 1959-61 and 
1960-62, in 1959 and 1961by our inability to increase 
our bank loans to cover our expanding business. In 
1962 with the tremendous extension in business 
we were unable to get required bank loans, which 
in turn made us lean more heavily on our suppliers 
than at any time in our history... to sum up what 
I am probably saying........-..-when you need a 
cure for a cold that is not readily available and 
by the time the cold is over the cure is not re- 
quired. Medium sized business with a staff of 
employees between 100 and 150 with annual 
sales of $1.5 to $2.5 million is a forgotten entity 
in our economy. It seems that all eyes are con- 
tinually turned to the problems of firms below 
and above this size and it becomes increasingly 
impossible for this size industry to survive...’ 
The interview disclosed that ever since 1956 
the company has not been able to get the credit 
desired. The company’s situation is not just one 
of a firm chronically short of funds, as there have 
been definite cyclical fluctuations in both direc- 
tions in their ability to borrow funds. 


A construction company got more contracts than 
usual in 1962 but, because of the tight money, 
the bank would do little to help finance their 
expanding business. When the bank manager 
came into the firm’s office to negotiate in June 
of 1962 for the annual negotiating of the firm’s 
line of credit, he brought in his hand a copy of 
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that day’s newspaper announcing the austerity 
programme. ‘‘This’? remarked the Treasurer, 
‘‘was a bad bit of luck’’. In view of subsequent 
pressures on the company’s line of bank credit, 
no capital expenditures could be contemplated 
during 1962. 


Few firms with assets below $5 million find 
themselves able to make market issues of stock 
or bonds and those who do may be on the margin 
of the market and therefore least likely to find 
willing purchasers in times of high interest 
rates. Some of these firms are able to draw on 
funds from foreign sources. 


**A small manufacturing company required $500,000 
additional capital in the spring of 1960. Toronto 
brokers proposed convertible debentures and 
common shares as alternatives. The brokers 
collected seven offers from within Canada and 
two from the United States. None of the Canadian 
offers matched in price either of the American 
offers and the Canadian offers all involved a 
much larger transfer of shares. The U.S. deal 
was consummated early in 1961. 


Those who have suggested that monetary 
and debt policies can be expected to have a 
greater effect on small firms than on large have 
frequently based their case on the difference in 
the range of alternative sources of finance open 
to large firms as opposed to small, and the 
greater bargaining strength of the large firms in 
dealing with financial institutions. They have 
suggested that in the unlikely event that a bank 
is unwilling to make available credit to a large 
customer who wants it, such a customer can 
usually tum to other domestic or foreign finan- 
cial institutions or arrange for a market issue 
in either Canada or some other country. Bargain- 
ing strength and access to a variety of alterna- 
tive sources of finance are related, but it is 
frequently suggested that fear of losing the 
good will of a major account rather than concern 
for the loss of a particular piece of business 
will be a factor in the relations between a finan- 
cial institution and a large customer. It is argued 
that, on the other hand, the small customer is in 
a much weaker bargaining position in dealing 
with any one financial institution and is further 
handicapped by the limited alternatives which 
are open to him if he cannot obtain accommoda- 
tion from his usual sources. 
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Much of the evidence which we have col- 
lected is consistent with this view. Most large 
firms are in a strong bargaining position when 
dealing with financial institutions, and if their 
lines of credit are reduced this frequently hap- 
pens because they permit it to happen rather 
than because they have no choice. Moreover, if 
accommodation is not readily available from one 
source, they frequently have alternative sources 
in Canada and elsewhere, where they can obtain 
credit at little extra cost, Thus, in general, it is 
true that when large firms respond to a change 
in credit conditions it is not because they can- 
not obtain credit on acceptable terms but rather 
that a rise in interest rates and the general 
changes anticipated in the business climate 
suggests the need for caution. In general, small 
firms are not in as favourable a bargaining posi- 
tion when dealing with a bank or other financial 
institution and being too small to make use of 
market issues in Canada or abroad are much 
more dependent on the availability of credit 
from institutions or, in the form of trade credit, 
from other non-financial corporations. Thus it 
can be said that small firms are potentially in 
a position to be affected to a much greater extent 
than large firms by a change in credit conditions 
which includes restriction on the availability 
of credit in addition to changes in interest rates. 

This potential effect is a matter of consider- 
able importance, The principal barrier which 
exists to widening the range of credit conditions 
in Canada is the effect of interest differentials 
on intemational capital flows. If, for example, 
Canadian long-term interest rates became much 
higher or much lower than those prevailing in 
the United States, the level of capital flows 
under normal circumstances might become very 
large indeed. It was pointed out in the Commis- 
sion’s Report that one temporary avenue of escape 
from experiencing the full impact of a change 
in credit conditions on interest rates was through 
the use of specific limitations on particular 
types of credit. To the extent that such controls 
affected availability with a dampened effect on 
interest rates, they would bear particularly 
heavily on smaller firms. Indeed, the very pur- 
pose of such controls would be to affect bor- 
rowers who did not have ready access to foreign 
sources of funds and thus to achieve a restric 


tive effect without excessive international capi- 
tal flows. The more perfect the market, the more 
readily changes in credit conditions will be 
transmitted to interest rates and the more quickly 
capital flows will respond to any divergence 
between the monetary and debt policies followed 
in Canada and those followed abroad, particu- 
larly in the United States. If, therefore, a deci- 
sion were to be taken in the future to usé mone- 
tary and debt policies with greater vigour than 
in the past and with wider swings than those 
characteristic of the United States, the methods 
used would probably have to be of a kind which 
affected firms without foreign sources of funds, 
i.e. smaller firms without foreign parents. 

While we have found that a higher proportion 
of expenditure of smaller firms was affected by 
recent changes in Canadian credit conditions 
than was the case for larger firms, we have not 
found that a higher proportion of smaller firms 
by number were affected. As suggested above, 
the evidence for this is rather weak and not too 
much reliance can be placed upon it. There are, 
however, several reasons why a sharp difference 
in the effects on small and large firms might not 
emerge. As has been indicated above, there are 
many exceptions to the general mle that small 
firms are more vulnerable to change in credit 
conditions than large firms. Many such firms 
are financed internally and in the case of the 
smallest firms their financial needs can fre 
quently be met from the personal resources of 
the owners. In the case of firms which do not 
fall into this category, it is worth remembering 
that in recent periods of tight money the char- 
tered banks have had a specific policy of avoid- 
ing undue restrictions on small borrowers and 
this had probably had the effect of evening out 
the pressure on firms of different sizes. It is 
worth adding that the results of the survey were 
not sharply at odds with other information which 
we and other members of the staff of the Commis- 
Sion were able to collect on the effects of credit 
conditions on small business. 


In summary, our results for 1959-60 do not 
suggest that a higher proportion of small firms 
as opposed to large firms was affected by credit 
restraint, although a higher proportion of expend- 
iture by small firms was affected. We would 
stress, however, that the evidence for this 


view is not of the best and, as pointed out in 
earlier paragraphs, we do not think that this 
result is of any great significance as a guide 
to the future if there were significant differences 
in the mix of interest rates and availability 
which made up a change in credit conditions. 


(3) The Effects of Changes in Credit Conditions 
on Firms with Non-Resident Ownership. 

For the purposes of analyzing the possible 
differences of effects of monetary policy on firms 
controlled inside Canada as compared to those 
controlled abroad, an attempt was made in Table 
VII-5 to classify the respondent firms according 
to country of majority ownership. 

The classification was somewhat rough, 
particularly in the smaller size classes where 
less information was available, but it was close 
enough to reveal dominant trends in the question- 
naire responses. 

So far as both number of firms and value of 
investment are concemed, the foreign controlled 
firms are most important in the larger asset size 
classes, and in the ‘‘petroleum’’ and ‘‘other 
manufacturing’’ industrial grouping. Of the 83 
firmswiththe assets above $90 million, approxi- 
mately 47% are controlled outside Canada, 18% 
are government-owned utilities, and the rest are 
corporations controlled in Canada. Of the 586 
respondent firms with assets between $5 and 
$90 million, 47% are controlled outside Canada. 
The corresponding figure for the small firm 
sample is 18%. The sources of finance and types 
of organization of firms controlled outside 
Canada vary within large ranges, but in the 
aggregate they differ markedly enough from those 
of domestically controlled firms that monetary 
policy might be expected to affect their actions 
in different ways. The clearest indication of the 
difference in the effects of Canadian credit 
conditions on firms controlled abroad is to be 
found in the comments in letters and question- 
naires. A selection of the comments is produced 


below: 

‘¢.,.is a wholly-owned subsidiary of — (U.S.)..-. 
the financial policies of the parent and subsid- 
iary companies are influenced more by the fise 
cal and monetary policies of the U.S. govern- 
ment.’’ 

“Since we are a subsidiary of an American com- 
pany, all our records are maintained at our head 
office in the United States. ’’ 
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‘As — is a wholly-owned subsidiary of — (U.S.), 
we do not feel that our answers to your question- 
naire would assist you. Our financial transactions 
are mostly done through our parent company...” 


‘‘The — Co. is a small firm with the parent com- 
pany in England. ...all financial arrangements 
are managed by the parent company.’? 


‘In view of the fact that this company relies 
exclusively upon its own and its parent’s sources 
of finance, the questions asked would not be 
applicable to our operations, ”’ 


‘Our company is a wholly-owned subsidiary of— 
(U.S.) and as such we are not allowed to have 
bank loans, and in the past we have had no prob- 
lem in financing. We are a small to medium sized 
company and we should state, however, that if we 
were not in this favourable position we would 
have found it extremely hard to finance any capi- 
tal expenditures during the current government’s 
austerity period.’? 


‘This company, although directed and operated 
entirely by Canadians is a wholly-owned sub- 
sidiary of— a U.S. corporation. Under terms of a 
revolving bank credit agreement, negotiated seve 
eral years ago by our parent company, subsidiaries 
may not borrow but rather are financed out on this 
agreement. As a result of this situation, changes 
in credit conditions in Canada do not have a 
direct effect on the operations of this company 
and our ability to negotiate loans through inter- 
company channels depends more closely on con- 
ditions affecting the credit of our parent.” 


“If bank lending rates were over 6%, we would 
borrow from the parent company in the U.S.” 


‘‘Not permitted by our parent to borrow. A cove 
enant by our parent to insurance companies 
restricts borrowing by subsidiaries. However, in 
the last few years we have not needed their 
help, i.e. 1961 and 1962.”’ 


Since there were many comments of the above 
type made either in explanation of not completing 
a questionnaire or in amplification of question- 
naire answers, it is clear that many subsidiairies 
are not directly affected by Canadian credit con- 
ditions. This provides the most obvious expla- 
nation of the fact that for firms with assets 
$5-$90 million only 4% of foreign subsidiaries 
stated that the change in credit conditions in 
1959-60 affected their capital expenditure plans 
as compared to 7.4% of similar sized firms con- 
trolled in Canada. The proportion of subsidiaries 
affected by credit conditions is therefore signif- 
icantly lower than that of independent Canadian 
firms; it is as highas it is because there are 
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many subsidiaries, both large and small, whose 
parents expect them to finance their activities 
by retained earnings and borrowings in Canada. 
In general this was more likely to be the case 
for subsidiaries of British and European firms than 
for firms with U.S. parents. The answers given to 
question 2 by firms whose capital expenditures 
were not affected by Canadian credit conditions 
provide the best measure of the number of sub- 


sidiaries which rely upon Canadian financial 
markets. Among these firms with assets $5-$90 


million, whose capital expenditures were not 
affected by credit conditions during any of the 
three periods mentioned in the questionnaire, 
45% of the Canadian controlked firms stated that 
it was because they relied only on internal 
sources of finance or advances from associated 
companies, while 64% of subsidiaries provided 
the same answer. A similar indicationis provided 
by the answers to question 8 dealing with the 
firms’ sources of funds which showed that 63% 
of Canadian controlled respondents $5-$90 mil- 
lion had borrowed on a bank line of credit on 
occasion between 1955 and 1962, as compared 
to 39% of firms controlled abroad. If a division 
is made between Canadian firms the majority 
of whose shareholders are non-residents indivi- 
duals, and firms whose majority shareholder is a 
non-resident corporation, the subsidiary firms can 
be seen to rely less on Canadian sources of finance 
than do the firms controlled by non-resident indi- 
viduals. 

In general, the parent-subsidiary relationship 
provides for the subsidiary company sources of 
finance equal in scope and depth to those open 
to a much larger independent firm. This in itself 
would tend to provide for subsidiary firms ways 
of avoiding direct effects of changes in credit 
conditions. Subsidiaries of Canadian firms 
(which were completely excluded from the $5- 
$90 million group for the purposes of analysis, 
and partially excluded from the small firm 
sample) would, of course, share this insulation 
with subsidiaries of foreign corporations. Sub- 
sidiaries of foreign corporations, however, have 
even greater insulation, which they share to 
some extent with other firms controlled abroad, 
from credit conditions in Canada in that the 
funds to which they have residual access are 
obtained in foreign markets not directly affected 
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by interest rates in Canada. In view of the 
mixed evidence regarding the relative ease with 
which small and large firms can obtain funds 
when credit conditions change, this latter reason 
is perhaps the more important factor explaining 
the lesser effects of changes in credit condi- 
tions on foreign subsidiaries. 


(4) Regional Differences in the Effects of 

Monetary Policy 

One of the chief bars to the effective meas- 
urement of the geographical distribution of 
the effects of monetary policy is the widespread 
nature of the operations of many Canadian firms. 
In addition, the nature of the markets for capital 
and goods in Canada are such that the locations 
of the head offices of corporations are not likely 
to be distributed regionally in the same way 
as are their operations. Since the location of 
firms for the purpose of the Commission’s survey 
was taken to be the same as the location of its 
head office, the data in this section refers to 
the geographical distribution of corporate head 
offices rather than their operations or capital 
expenditures. This is of more importance for 
the larger firms than the smaller. Thus the evi- 
dence from the 83 largest firms gives very little 
information about regional differences in the 
effects of cyclical changes in credit condition, 
while that from the firms with assets $5-$90 
million is somewhat better. 

If there are regional differences in effects 
which are due to more than a chance distribu- 
tion of events or the geographical location of 
natural resources, they must be due in some 
way to differences in sources of finance or rela 
tionships with financial institutions. Question- 
naires were received from several regions sug- 
gesting that firms outside the larger financial 
and industrial centres are unable to get funds 
on as good terms as similar firms operating 
closer to financial centres. Such opinions are dif- 
ficult to evaluate, since firms outside the major 
industrial areas are necessarily operating in a 
different environment, which in turn must affect 
the attractiveness of the firm for investors and 
lending institutions. The object of the Commis- 
sion survey was not to evaluate relative ease of 
access of similar firms in different regions to 
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sources of long and short-term funds, but to 
measure the relative effects of changes in credit 
conditions of firms in different geographical 


locations. 
The chief difficulty in testing for regional 


differences is the small numbers of firms in 
Some regions. Since the small firm sample was 
chosen on a random basis, and the firms above 
$5 million tend to be predominantly in Ontario 
and Quebec, the number of completed question- 
naires from some regions is too small to be a 
reliable sample. The distribution by region 
is shown in Table VII-6. If proportions of firms 
Stating capital expenditure postponements in 
1959 are used as the measure of responsiveness, 
and if the questionnaire responses are not ad- 
justed to account for interview evidence, all the 
provinces except Ontario and Quebec are above 
the national average, with Ontario being further 
below the average than Quebec. British Columbia 
with an indicated response of 17.9% compared 
to an average for the rest of Canada of 7.2%, is 
the only region where the difference is Signif- 
icant. If an alleged postponement in any of the 
three periods is taken as a measure, Saskatche- 
wan and B.C. are significantly above the aver- 
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age of other provinces. If the interview evidence 
is taken into account, the differences lose most 


of their significance. The responsiveness of 
inventory investment follows approximately the 
same pattern. 

The reasons for greater responsiveness may 
include, as some respondents suggest, the better 
access of firms in some regions to altemative 
sources of funds, firms in the regions with less 
well developed financial markets being more 
likely to be without alternative sources of funds 


when funds become less available. 
A response from a retail chain in the Maritimes 
contained this comment: ‘‘We endeavour to pro- 
cure capital by debenture issues and first mort- 
gage bonds for our building and expansion pro- 
gramme. We find it very hard to get financial 


institutions in the cities of Montreal and Toronto, 
who are deriving a great amount of their income 


from the Maritimes, to invest in the aforemen- 
tioned Maritime securities, and we are obliged 
to pay at least 4% or 1% more for funds. We have 
been told by most of the insurance companies in 
Canada that we have canvassed that they can 
find enough places to invest their money which 
are domiciled in the provinces of Ontario and 
Quebec. As these companies are much closer 
to their head office, they are able to keep funds 
under better scrutiny, ’’ 


TABLE VII-6 


ALL FIRMS RESPONDING TO THE MAIL SURVEY 
Analysis by Region 


Ontario Mari- Manitoba| S@8ka- Alberta BIC. Outside Total 
times tchewan Canada 
Total number of 
Firms Replying S153 43 53 27 103 122% 
Total number of 
Firms Interviewed 5 13 1 19 206 
ee PleL Tole [oleh [o[a]e [elas ofa ae 
Postponed or Abandoned 
Capital Expenditures:— 
1956—57 ae | IPA SU se aul) ay ll ey 8; 6] 1 3/0} 0] 0 
1959—60 Sh PERE SIP Oeil SUI Isa) oG 0 410] 0] 0 
1962 SaaS 2 Sees ites 7 eta leit vA? 3/0] 0/0 
Any year HGS Ss || Ae yal) all wy (tellin 3 6} O11 O10 
Reduced Inventories: 
1956—57 Zilles le 5 i 1 LE | Ori 9} 410 2/0] 0/0 
1959—60 2 eSa| rea) 2/53) |e 2a male a SanOMOMELL 5| 0 4/0] 0] 0 
1962 SHEE EPS 1 6°05: | 2hle4 onion lets 7| 0 4/0] 0/0 
Any year SOS 2) 6) 1952540") |omiets:| ey 0 410] 0] 0 


A = Number of firms giving a 
I = 
V = Of the interviewed firms, 


Number of above firms subsequently interviewed. 


positive answer to the questionnaire, 


the number whose answers were partially or wholly verified, 


The small sample of Maritime firms surveyed 
was supplemented by a series of interviews with 
a broad cross-section of firms. The impression 
was gained from both questionnaires and inter- 
views that the relatively minor (in both absolute 
and proportionate terms) effects of monetary 
policy in this area cannot be traced so much to 
good connections with financial markets as to 
a stable population of firms with a relatively 
low rate of growth. In these circumstances, a 
large fraction of all firms is not likely to find 
credit unavailable. Interviews disclosed a nunm- 
ber of such situations. 

A family firm, over 100 years old, operating in 

the Maritimes, has based its capital expenditure 

planning for some decades on the philosophy that 

a steady and balanced growth is better than a 

growth which proceeds in fits and starts in ree 

sponse to periodic changes in business prospects 
or credit conditions. This philosophy originally 
induced the company to undertake considerable 
expansion during the depression of the early 

1920’s, and the proven profitability of that expansion 

had led the company to continue graduate expansion 

even when conditions are temporarily adverse. 


A small family wholesaling firm in Nova Scotia 
has expanded steadily for many years, financing 
growth by means of bank loans and retained 
earings. The company has never asked for more 
bank credit than it has been able to obtain, or 
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has never altered capital expenditure plans be- 
cause of changes in the cost or availability of 
credit. When asked a more general question about 
the effects of credit restrictions on business in 
Nova Scotia, the executives were unable to draw 
from their years of experience any instance in 
which it has come to their notice that the capital 
expenditure plans of any regular commercial 
enterprise has been significantly affected by 
changes in the cost or availability of external 
funds. 


If it is true, as the above information sug- 
gests, that there are relatively more firms with 
low rates of growth in some regions than in 
others, it is obvious that the use of proportions 
of firms affected as guide to the distribution of 
expenditure effects is not advisable. Unfortun- 
ately, the survey data referring to actual post- 
ponements is too slight to be used for compari- 
sons of this kind. 

Another reason for regional distribution of 
effects may be the geographical pattern of in- 
dustry. The response in Alberta is relatively 
low in part because of the large number of 
foreign financed oil firms. In British Columbia 
the response may be high because of the exis- 
tence of a substantial number of small indepen- 
dent units in the forest industry. 
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CHAPTER VIII 


INVENTORY INVESTMENT, INTEREST RATES AND 
THE AVAILABILITY OF CREDIT 


Most of those who have held that monetary 
policy exercises a considerable influence over 
corporate investment have looked for the main 
effect in expenditure on plant and equipment. 
There are exceptions, of whom Sir Ralph Hawtrey 
is the outstanding example. In his memorandum 
to the Committee on the Working of the Monetary 
System, Sir Ralph argued along the following 
lines: 

‘ven when a rise in the short-term rate of in- 

terest, and its reactions on the investment market 

require a re-consideration of the calculations 
previously made, a capital enterprise cannot be 
postponed without heavy loss after a certain stage 
in the proceedings have been reached.... The cost 
of temporary borrowing has therefore very little 
effect upon the action of those embarking on 
capital enterprises..... On the other hand, borrow- 
ing for the purchase of materials for use in produc- 
tion is bound to be sensitive to the terms of 
borrowing. ’’ 

(Memoranda of Evidence, Volume II, p. 118, 

para, 24—26) 


Over the decades in which this position has 
been put forward, few have become converted to 
the view that it is changes in inventories which 
provide the main effect realized from changes in 
credit conditions. 

The evidence from the Survey indicates that 
the interest rate component of credit conditions 
usually has very little effect on investment in 
inventories. In the course of the interviews with 
large firms, executives were asked for an expla- 
nation of the procedures used in establishing 
and achieving inventory targets. The following 
examples have been selected to indicate the role 
of interest rates in inventory level determination 
in various industries. 


A large primary metal producer has feed inven- 
tories of raw materials which are established as a 
small percentage of forecasted sales. Most raw 
materials and supplies are not stocked until 
specific orders are received. Inventory levels are 
set in terms of physical volume, and no computa- 
tions are made of the costs of carrying inventory. 


A large oil company keeps inventory stocks 
adequate to fill anticipated demands, and keeps 
one month's additional supply as a buffer. In some 
periods the size of the buffer stock changes but 
this has never been because of changes in the 
cost of carrying inventory. 


In a large food firm, changes in the market rate of 
interest play no part in the control of inventory. 
The operating manager responsible for inventory 
control (who is judged on the basis of his divi- 
sional profit) is charged a flat 6% for the money 
he uses, a rate which has not been changed for 
30 years. 


A retail chain store reported that if ever inven- 
tory limits are set for departments they are phrased 
in terms of the number of weeks supply of an item 
which the department is allowed to keep on hand. 
The company makes no computation of the cost of 
carrying inventory and pointed out: ‘‘Having 
regard to our continuous, strong and organized 
drive to keep inventories to a minimum, interest 
rates are not a factor in our decisions’’. 


A primary metal producing firm indicated that the 
desired size of finished goods inventories is set 
as a result of a top management decision. Once 
the desired level of production had been set by 
top management, the operating staff set the inven- 
tory levels of raw materials required to service 
the chosen production level. These decisions are 
made in part on the basis of a discounted cash 
flow analysis of the relative direct costs of 
producing at a steady rate and maintaining large 
and fluctuating inventories, or maintaining a more 
variable level of production and a lower average 
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level of inventory. Throughout these inventory and 
operating level decisions, which are essential to 
the company’s operations, there is no explicit 
consideration given to changes in the costs of 
external borrowing, 


A manufacturing firm reported that inventory 
levels are adequate only to maintain the flow of 
production, in most items amounting to no more 
than a day’s or a few days’ production. Insurance 
against a failure of continuous supply of materials 
and parts is provided by arranging for alternative 
sources, The costs of carrying inventory are con- 
siderable (handling, storage space and capital 
employed) but they are not measured. No consider- 
ation is given to the cost of funds. 


Officials of a large firm with $90 million of inven- 
tory stated that high interest rates acted as a spur 
inducing the company to keep inventory levels as 
low as possible, but denied that changes in in- 
terest rates caused any change in their view of 
the most desirable inventory level to be main- 
tained. One reason for this is the apparently 
incalculable nature of the increase in the value 
of their product arising from longer periods of 
storage. 


A manufacturing company which stated that in- 
terest rates are not explicitly considered when 
inventory levels are set went on to say: “If we 
think there is going to be a period of restricted 
credit, which will affect sales, we will attempt to 
cut our inventory’’. 


The vice-president of a manufacturing firm said 
that his company’s inventory carrying costs figure 
was approximately 16% per annum. It was company 
practice to indicate to the operating departments 
that the inventory carrying figure is approximately 
20% per annum. Neither of these rates is altered 
when market rates of interest change. The im- 
pression was given that the producing departments 
are made aware only of the need to keep inventory 
low, and not of any changes that may take place 
in financial markets. 


The firms described above, and all but a very 
few of the whole group of firms with assets over 
$90 million, do not take account of changes in 
interest rates when setting inventory target 
levels. In the two cases studied where short run 
changes in interest rates find their way into 
inventory level calculations (the current bank 
lending rates is used), the executives inter- 
viewed could not think of any situations where 
past changes in interest rates had been large 
enough to swing an inventory decision. Several 
of the largest firms have adopted inventory con- 


trol systems in the past decade employing elec- 
tronic computers in the setting of inventory 
levels. In some cases the executives interviewed 
were aware of the existence of the control sys- 
tems, but not of the precise nature of the data 
used in the inventory level calculations. In those 
cases where they were familiar with the system, 
the computer programme either did not involve a 
specific interest rate, or used one which rep- 
resented an average cost of funds which was not 
subject to alteration with movements in market 
rates of interest. 

It is therefore quite clear from the Commis- 
sion’s survey that the largest firms do not 
explicitly consider short run changes in interest 
tates when setting inventory levels. The ex- 
planations of this ignoring of market rates of 
interest are generally the same as those con- 
sidered in Chapter VI for the use of arbitrary 
interest rates or relatively fixed interest rates in 
the calculation of the profitability of capital 
expenditures. In addition, there is apparently an 
important respect in which the inventory invest- 
ment decision is different from the capital 
expenditure decision ina way that makes interest 
rates less relevant for inventory level-setting. 
Many executives spoke of the cost of carrying 
inventory as being important costs, and gave 
indications that there was a continual awareness 
of the opportunity cost of funds tied up in inven- 
tories, But in order that changes in interest rates 
have an effect on the inventory target levels, it 
is necessary not only that the costs of carrying 
inventory be known, but that they be in 
Some sense balanced against the gains in 
revenue from carrying more inventory or the 
loss of revenue from carrying less. If such 
a balancing cannot be made, there are no 
grounds for deciding what changes in inven- 
tory target levels could or should be made 
when interest rates change by any given amount. 
It was the contention of almost all the executives 
interviewed that the benefits of carrying different 
amounts of inventory were not quantifiable in 
such a way as to make possible a balancing of 
costs and revenues. Except for certain raw 
material stocks whose levels depend upon antic- 
ipated shortages or price level shifts, the in- 
ventories of manufacturers were said in most 
part to be dictated by the technological require- 


ments of the production process. The trading 
concerns, on the other hand, were aware of a 
greater freedom of choice in setting inventory 
levels but emphasized that the adequacy of most 
inventories could be measured precisely only in 
relation to turnover. 

The foregoing analysis of the role of interest 
rates in inventory decisions is derived from inter- 
views with large firms. The results of the mail 
survey of firms under $90 million in assets 
initially appeared to indicate a much higher 
response of inventories to changes in credit 
conditions. 12.9% of all firms with assets under 
$90 million completing questionnaires stated 
that changes in interest rates and availability 
of credit had in whole orin part been responsible 
for inventory reduction in 1959-60, while 18.6% 
of the same firms indicated that they had reduced 
inventories during at least one of the three 
periods of credit restraint since 1954. For the 
various size groups the indicated response was 
roughly similar in 1956 and 1959, but signifi- 
cantly greater for the smaller firms in 1962. Of 
the firms completing the questionnaire indicating 
inventory changes in any of the three periods, 
100 were subsequently interviewed. The inter- 
view evidence indicated that changes in credit 
conditions had been responsible for inventory 
level changes in only 25 of these cases. When 
firms giving positive responses were asked what 
their inventory policy would have been had in- 
terest rates been lower and credit more readily 
available, most replied to the effect that prudent 
management would have led to a reduction of 
inventories even if credit conditions had been 
much easier. The following examples indicate 
the typical explanations received in follow-up 
interviews which led to a re-interpretation of the 
questionnaire answers. 

An executive of a retail store which indicated a 

reduction in inventories due in whole or in part to 

changes in credit conditions in 1962 was sub- 
sequently interviewed. He explained that in the 
last half of 1961 the company’s inventory began 
to ‘‘get out of hand’’. The pressure has been on 
since, but the timing and extent of the **push”’ on 
inventories was not affected by the general state 


of credit conditions. Suppliers had not requested 
that inventories be reduced. 


The General Manager of a plumbing and heating 
firm answered ‘‘yes’’ to the inventory reduction 


THE EFFECTS OF MONETARY POLICY—VII 399 


question for all of the three periods of restraint. 
In subsequent questioning he pointed out that the 
company is continually working to keep its inven- 
tory free of leftover items. He was not sure that a 
larger inventory would increase net income enough 
to pay the company’s costs. Inventory policy does 
not change with changes in credit conditions. 


The President of an automotive supplies company 
indicated on his questionnaire that inventories 
had been reduced in 1959-60 and 1962. His ques- 
tionnaire also showed a large bank loan made in 
1959-60. In the subsequent interview he pointed 
out that the bank asked the company to keep in- 
ventories low when the large loan was outstand- 
ing. Inventories were cut in 1959 and pressure 
has been kept on them continuously since. The 
company’s inventories are only of parts which are 
being made to order so that no risk is involved. 


The Treasurer of a metal working shop had in- 
dicated a reduction in inventories in all three 
periods of restraint. In the subsequent interview 
he pointed out that there were excessive inven- 
tories built up in the late 1940’s as a reaction to 
wartime shortages. He said that inventory pres- 
sures follow stock taking and changes in sales 
and profits. He argued that monetary policy ‘‘should 
influence our inventory policy but in fact it does 
not’’. In his view tighter credit should affect in- 
ventory policy because it is likely to cause 
changes in sales. 


The President of a manufacturing company in- 
dicated that reductions in inventories had occurred 
in 1959-60 and in mid-1962 in whole or in part in 
response to changes in credit conditions. In the 
subsequent interview he pointed out that inven- 
tories had come down regularly over the past three 
years. The cuts had coincided in part with the 
period of tight bank credit. The interviewer judged 
that the answer for 1959 was verified but not that 
for 1962. 


The Secretary-Treasurer of a manufacturing com- 
pany indicated a reduction in inventories in 1962 
in response to changes in interest rates and avail- 
ability of credit in mid-1962. When questioned 
directly he pointed out that in 1961 and through 
the spring of 1962 the company was re-organized. 
Management consultants showed how inventory 
could be reduced and the cuts were made. The 
efforts were started in the early part of 1962 and 
reductions totalling $100,000 were effected before 
the end of the year. 


The Secretary-Treasurer of a chemical company 
indicated on the company’s questionnaire that 
inventories had been reduced in 1962 in response 
to changes in credit conditions. In the interview 
which followed he pointed out that there had been 
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a large seasonal carryover of inventories in 1961 
and the decision was made to cut inventories, 
One product which had been bought in bulk before 
the end of navigation in 1961 was sold during 
1962, thus causing a large reduction in inventories 
in 1962. These inventory reductions were a matter 
of company policy rather than a reflection of credit 
conditions in Canada, He pointed out that he 
always ‘‘hammers’’ inventory managers to keep 
stocks low and the vigour with which he ‘‘ham- 
mers’’ does not vary with changes in credit con- 
ditions. 

The Treasurer of a pulp and paper company in- 
dicated on the company’s questionnaire that 
inventories had been reduced in 1959-60 and 1962 
in response to changes in credit conditions. When 
questioned directly he pointed out that much of 
the company’s business is for special order and 
inventories are thus irrelevant. Raw materials are 
kept ‘fas low as possible, consistent with the flow 
of production’’, Far more can be gained from more 
efficient handling than from saving on the cost of 
funds. Sales service is the important determinant. 
He added, ‘‘I blitz inventories once a year, come 


hell or high water’’. 


Other firms which had given a positive 
response to the inventory question turned out on 
closer inquiry to have made reductions in re- 
sponse to changes in credit conditions. These 
responses fell into two broad categories. Some 
firms had reduced their inventories as a direct 
result of higher interest rates and limitations on 
the availability of credit. Other firms changed 
their inventories in response to changes in 
anticipated demand related to the change in 
credit conditions or were affected by changes in 
the general ‘‘climate”’ of business they expected 
to be brought about by a rise in interest rates or 
limitations on the availability of credit. 

The following examples indicate the nature 
of the response of firms directly affected by 
credit restraint. It will be noticed that in some 
cases changes in credit conditions were only 
one element in the forces at work. 


The Treasurer of an engineering firm reported that 
in 1956-57 and in 1962 they had been approached 
by their bankers to reduce their line of credit and 
that the company had adjusted by cutting their 
inventory. The President disagreed that the banks 
had in fact determined company policy and sug- 
gested that an excess inventory problem had 
developed and a reduction would have been 
undertaken anyway. 
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A firm in the communications industry wrote as 
follows: ‘fA decision to withdraw from certain 
activities, thereby reducing inventories, was 
made in 1959-60 to free capital foranew venture..... 
because of the difficulties of raising money at 
reasonable rates, The process of review of capital 
employed has been continuous throughout the 
three periods (of restraint), however, because of 
the high level of the company’s borrowings and 
the attendant high charge for interest. We are 
particularly conscious of the cost of marginal 
money employed.’’ 


The President of an electrical goods manufacturing 
company reported that inventories were cut in 
early 1960 from $4 million to $3.2 million. This 
was in part because business had been slack but 
also because there were rumours about that bank 
lines of credit might be reduced or that at least 
they would not be increased. The reduction was 
in old stocks which were cleaned out and in some 
cases scrapped. Other reductions were made in 
the number of lines carried. In 1961 business 
volume increased, credit became easier and in- 
ventories grew once again to their earlier size 
and more. 


A manufacturing and sub-contracting firm which 
had indicated a reduction in inventories due to 
changes in credit conditions, explained their 
position in the following terms. When supply con- 
ditions are good the company keeps low inven- 
tories. But some items must be manufactured and 
parts carried on hand. In tight money periods, the 
base inventory is maintained but the company will 
operate ‘‘very dangerously’’ not buying any thing 
unless it absolutely is necessary. There are 
certain essential cash drains, and these must be 
paid before inventories can be built up or payables 
paid off. 


The President of a lighting equipment firm in- 
dicated a reduction of inventories in all three 
periods of restraint. In subsequent questioning he 
pointed out that interest rates are included in the 
calculations of the cost of inventory at prime rate 
but they are not varied for changes in prime rate 
of less than one per cent. 


A company which manufactures cheese indicated 
that in their business they must carry substantial 
inventories. They watch the cost of carrying in- 
ventories very closely. Interest is charged at the 
current prime rate and adjusted for each 4% of 1% 
movement in that rate. In broad terms, however, 
the level of their inventories is a function of the 
previous year’s sales which are projected a year 
ahead and revised quarterly. 


The General Manager of a small manufacturing 
company reported that they had varied their inven- 
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tories in response to credit conditions. He pointed 
out that there is about ‘‘$10,000 of flex in inven- 
tories’’, The cost of using this ‘‘flex’’ is substan- 
tial but incalculable. 


The Secretary of a clothing company indicated on 
the firm’s questionnaire that inventories have 
been under constant pressure but that the bank’s 
request in June, 1962 for the company to keep its 
loan at a reduced figure was undoubtedly respon- 
sible for some of the vigour of the current (1962) 
attack on inventories. Similar pressures were ap- 
plied to current expenses, In the earlier periods 
of restraint the company’s cash position was 
stronger and the bank’s pressure less strong, 


A manufacturer who had reported a reduction in 
inventories in all three periods pointed out that 
inventories are restricted as much as possible. 
He added, ‘‘however, if we don’t have enough in- 
ventory to provide service our customers will go 
to the United States. Customers shy away from 
suppliers who can’t keep adequate inventories.,’’ 
The interviewer concluded that this was a case 
of a firm which appeared to be chronically short 
of capital. They have been unable to repay direc- 
tors’ loans and had borrowed from suppliers. There 
did, however, appear to be additional periodic 
pressure on inventories associated with credit 
restraint and the answers were judged to be 
accurate. 


The Treasurer of an oil company reported on the 
company’s questionnaire that inventories had 
been reduced in all three periods. In the subsequent 
interview it appeared that changes had indeed 
taken place in all three periods of restraint. The 
inventories in question were made up of surface 
equipment and used pipe. When interest rates were 
high the company was more anxious to dispose of 
this old equipment while they tended to hold on to 
it when financial pressures were slight. 


An importing company reported that they curtailed 
inventories in all three periods of credit restraint 
They said that they could reduce about 20% and 
found that they needed to reduce in each period 
in an effort to conserve the credit available to 
them. They reduced inventories by ordering more 
often but said that they were limits to what could 
be done as most of their suppliers were in England 
and shipments must be arranged some time in 
advance. 


The Executive Vice President of a large pro- 
cessing firm indicated on the company’s question- 
naire that a reduction in inventories had occurred 
in 1962 in response to the change in credit con- 
ditions in that year. In the subsequent interview 
he pointed out that the company instinctively re- 
sponds to rising interest rates by cutting inven- 
tories where possible. The steps taken in 1962 
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would result in cuts of $500,000 to $1 million. 
Their line of credit is ample and they have never 
been approached to cut their line of credit. In fact 
one bank inan attempt to get some of the company’s 
business voluntarily established a $10 million line 
of credit which has never been used. 


The Vice President of a small manufacturing com- 
pany gave an explanation of his positive answers 
to the inventory reduction question in the follow- 
ing terms. The company had had a ceiling put on 
its line of credit in periods of tight money and 
had made inventory adjustments ‘‘in sympathy’’. 
The net effect was judged to be small. 


The above examples all refer to firms which 
reported reductions in their inventories as a 
direct result of credit restraint. Other firms were 
influenced in their inventory decisions by the 
anticipated effects on their customers or on the 
economy as a whole of changes in credit con- 
ditions. The following examples indicate the 
nature of this kind of reaction. 


The administrative manager of a small drug com- 
pany reported a reduction in inventories in 1962. 
Their inventory was cut from $250,000 to $200,000 
between June and August 1962. These were de- 
scribed as the result of ‘‘scare effects’’ as the 
moves were made by persons not usually involved 
in obtaining or managing finances. 


A garment manufacturer reported on his question- 
naire areduction in inventories in all three periods 
of restraint. He opened the interview by remarking 
‘‘we get so many forms in here we just fill them 
in without worrying too much about what we say’’. 
On his inventory policy he had the following to 
say. ‘‘Our general attitude is somewhat casual. 
When money gets tight we tend to look closely at 
them and can cut as much as 10% out of work in 
progress and finished goods inventories,’’ The 
interviewer judged that declines had occurred 
primarily as a result of the psychological effects 
of credit restraint. 


The Treasurer of a large manufacturing company 
described the company’s inventory target levels 
as being set in accordance with turnover standards 
and thus directly related to anticipated sales. 
The cost of funds is not a factor. If however, ‘‘we 
think there is going to be a period of restrictive 
credit which will affect sales, we will attempt to 
cut inventories."* Although 1959 had been a good 
year, and 1960 was expected on general grounds 
to be as good again, the credit restriction in the 
summer of 1959 were considered likely (particu- 
larly the restriction on the bank borrowing of 
finance companies) to affect 1960 sales seriously. 
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Consequently, it was decided to cut inventories, 
and about $6 million was cut out of inventories 
between December 1959 and March 1960. On the 
whole the company’s view of the effect of the 
restriction on sales proved to be mistaken, and it 
was necessary to work to full capacity during the 
late spring and summer of 1960 in order to satisfy 
demand. The Treasurer suggested that a cut of $3 
million would have been more appropriate. 


The Secretary and Treasurer of a large wood 
products firm explained his positive answers to 
the inventory reduction question in the following 
terms. ‘‘As money becomes tight, it probably hits 
our customers, when banks ask them to cut inven- 
tories. The customers delay payments on their 
accounts payable in their effort to increase cash 
flow. We try not to extend extra credit and we try 
also to reduce our own inventories. ”’ 


The examples cited above indicate that in a 


number of cases inventories are responsive to 


credit 
rather 


restraint. Such cases are exceptions 
than the general rule and most small 


companies follow the same practices as the 


larger 


firms analyzed earlier. The following 


examples are typical. 


A mining company reported that they normally 
carry about $500,000 in inventories, mostly con- 
sisting of raw materials. If inventories double 
production is cut, but on the whole inventories 
are a function of sales rather than any costs 
associated with carrying them. Interest costs do 
not influence inventory decisions although inven- 
tories in excess of $500,000 involve the use of 
bank credit. 


A construction materials firm reported that the 
company had used a mechanical inventory control 
system since 1958 designed to alter inventories 
in response to changes in sales prospects, The 
data processing for this control is not completely 
self-regulating but nearly so. In preparing the 
computer’s programme the following steps were 
taken: 

(1) A careful analysis was made of sales over 
the last five years with all special sales 
eliminated. 

(2) The trend in sales was reviewed 

(3) The figures thus produced were reviewed 
by the company’s regional managers who 
are responsible for inventories, 

The programme automatically indicates how much 
and when to produce. The data used in the pro= 
gramme are adjusted monthly on the basis of the 
sales forecast. It is company policy to have 30 
days supply on hand and production is geared to 
take care of seasonal fluctuations insales. The fact 


that it takes 30 days from raw material to finished 
product is reflected in the programme, Interest 
costs are not included in the programme and the 
Treasurer concluded that a “fairly substantial’? 
rise in interest rates would be necessary before 
changes were made in existing inventory policy. 
The introduction of the new system led to a 
significant reduction in inventories. 


A manufacturer of tires and tubes reported that 
the company’s inventory policy could be described 
as a ‘‘flying by the seat of the pants’’ operation. 
No interest costs are imputed to the carrying of 
inventories and they are adjusted mainly on the 
basis of sales projections. 


An engineering company reported that inventories 
are adjusted monthly in response of changes in 
estimated sales. No interest factor is introduced 
into the calculation. 


A clothing manufacturer reported that inventories 
are not adjusted in response to changes in credit 
conditions. The company attempts to even out 
production of its various operations by means of 
inventory accumulation and if necessary the 
products are disposed of at cut prices. The Presi- 
dent argued that this procedure was preferable to 
cutting production since this means a loss of staff. 


The Treasurer of an electronics firm pointed out 
that they are not normally affected by changes in 
bank charges in reaching decisions on inventories 
He added: ‘‘we probably should be because of the 
size of our overdraft but the fact of the matter is 
that we are not’’, 


Inventory Adjustment in Response to Credit Ease 


There were no questions included in the mail 
questionnaire relating specifically to inventory 
adjustments in response to easier credit condi- 
tions in 1961 and 1962 and no supplementary 
comments were received in the mail survey 
relating to inventory expansion in response to a 
lowering of interest rates or increased avail- 
ability of credit. This question was put in a 
number of the interviews, in particular to those 
firms which had indicated that they had made 
special efforts to reduce inventories in times of 
high interest rates and reduced availability of 
credit. It was found that most firms which had 
“inventory blitzes’? or changed their inventory 
control procedures during a period of credit 
restraint found themselves as well off with the 
reduced inventory even when credit became more 
easily available. Thus many of the adjustments 


were once-for-all changes not reversed in sub- 
sequent periods of lower interest rates and easier 
credit availability. The following examples are 
typical, 


The Treasurer of a manufacturing company pointed 
out that inventory policy since the difficulties of 
1959 had been devoted towards reductions, partly 
to reduce interest charges but mainly as a result 
of ‘‘stronger management??’, 


A paint manufacturer pointed out that the company 
had adopted a new inventory control system. This 
was largely ‘‘a part of a management spruce up’? 
but it began in 1956-57. This step was taken 
partly because inventories were too high in rela- 
tion to sales volume and partly in an effort to 
save interest charges. It was indicated that en- 
thusiasm for inventory cuts is partly the result of 
changes in credit conditions. During the past 
fiscal year the company estimates that it has 
saved some $120,000 in bank interest charges 
and that the effect on sales of inventory cuts 
indicates no significant loss. 


The Treasurer of a manufacturing company pointed 
out that their inventory control system came in in 
1959 when credit became tight. Once the system 
had been installed there was no incentive to in- 
crease inventories when funds became easier. 


The President of a utility indicated that shortage 
of cash in 1959 had led the company to examine 
inventory levels closely, and led to a reduction of 
25% in the volume of materials on hand. The in- 
ventory control procedures had not been relaxed 
since that time although he suggested that some 
slight additional cuts in inventory levels might be 
made should the need arise. 


While in most cases it was suggested that 
inventory levels did not respond to an easing of 
credit conditions, there were some executives 
who indicated that inventories were unintention- 
ally allowed to build up between periods of 
credit tightness, and other cases where an 
explicit balance between carrying costs and 
order costs counselled an increase in inventory 
levels during periods of relatively low short-term 
interest rates. 


A clothing manufacturer stated that his company 
varied inventories by as much as 10% ($150,000) 
on response to changes in credit conditions, Since 
they know the difference between their normal 
price and the price they would have to pay a jobber 
for cloth if they ran short, they were in a position 
to assess in a rough way the cost to themselves 
from such a course of action. 
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The President of a utility said that his own atti- 
tude towards inventory control varies noticeably 
from time to time in accordance with changes in 
monetary conditions, When funds are tight he 
takes a special interest in monthly inventory con- 
trol figures and quarterly inventory statement. 
This pressure is relaxed somewhat during periods 
of easier credit, thus allowing a tightening of the 
company’s inventory control procedures at the 
beginning of each period of credit restrictions, He 
pointed out that the restrictive measures of June, 
1962 which had taken place ten days prior to the 
interview would likely lead to a critical evalu- 
ation of inventory levels at the July management 
meeting, 


Conclusion 


As in the case of expenditure on plant and 
equipment the pattern which emerges is a mixed 
one. The evidence summarized above includes 
reactions of a widely differing kind, In general, 
short run changes in interest rates do not play a 
Significant role in altering inventory policy but 
there are a few exceptional cases where they do. 
Some firms respond to restrictions on the avail- 
ability of credit by curtailing inventories but do 
not reverse this policy in subsequent periods of 
ease. In a few cases, however, there is a reversal 
when interest rates decline and funds become 
more readily available. In general, most firms do 
not anticipate a change in business conditions 
when money tightens or, if they do, may not take 
any explicit action on inventories as a result. In 
some cases, however, either explicit effects on 
customers or a general feeling that business as 
a whole will be affected lead to defensive 
reductions of inventories. As in the case of 
plant. and equipment expenditures the question 
is not whether inventories are or are not affected 
by changes in credit conditions but rather the 
question of how much and when. 


With the exception of afew firms in one or 
more periods of restraint, it appears that inventory 
adjustments have been quite limited in response 
to recent changes in credit conditions. Since we 
have virtually complete coverage of all firms 
with assets over $90 million the responsiveness 
which was detected represented all that could 
be found for this group. Since we also have a 
very large sample of all firms with assets be- 
tween $5 million and $80 million the firms which 
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indicated some degree of responsiveness are not 
representative of a vast group of unsurveyed 
firms but represent a high proportion of all the 
responsiveness which likely existed. In the case 
of firms with assets under $5 million, the ex- 
amples of responsiveness are representative of 
a much larger number of individual instances. 

It is very difficult to estimate orders of 
magnitude in this area. As will be clear from the 
evidence summarized above there are a few cases, 
in particular the $6 million reduction of the large 
manufacturing producer in the first quarter of 
1960, which were stated in precise terms and 
dated. In other cases, it was impossible to get 
any firm evidence on amounts although the 
direction of the change appeared to be clear. In 
some cases it appeared that the amounts involved 
were very small. For the period 1959-60 it was 
estimated that the reductions in the last quarter 
of 1959 and the first two quarters of 1960 were 
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of the order of $10-25 million but this is only a 
quantified impression of the sum over the economy 
of a single large item, a few smaller ones and 
many minor changes of unknown size. It is worth 
recalling that it requires a thousand cases of 
inventory reductions of $10,000 to lead to a $10 
million reduction in total inventories. We did not 
find any single spectacular example of inventory 
reduction in either of the other two periods of 
restraint. The 1956-57 episode was sufficiently 
far away to dim memories and this is one reason 
why examples from the 1962 experience tend to 
predominate. There is little evidence of signif- 
icant additions to inventories resulting from an 
easing of credit conditions but some cases have 
been found where a change of this kind is ex- 
plicit and there are no doubt many other where 
relaxation of pressure led to unintentional 
increases, 


In the earlier chapters frequent reference has 
been made to the time at which changes in ex- 
penditure were initiated in response to monetary 
policy. The main emphasis, however, has been 
placed on the extent of the response. In this 
chapter an attempt will be made to gather together 
some of the evidence now at hand on the lags in 
the effects of monetary policy. 

A recognition of the problems of lags in the 
response of the economy to changes in monetary 
or any other policy is by no means new. For 
example, in a passage in the Treatise on Money 
(1930) in which he expressed considerable 
optimism about the response of the economy to 
changes in monetary policy, Keynes specifically 
drew attention to this issue. 

‘Willingness to invest more or less in manufac- 
turing plant is not likely to be very sensitive to 
small changes in bank rate. But the quantity of 
new fixed capital required by industry is relatively 
trifling even at the best times, and is not a big 
factor in the situation. Almost the whole capital 
of the world is represented by buildings, transport 
and public utilities; and the sensitiveness of 
these activities even to small changes in the long- 
term rate of interest, though with an appreciable 
time lag, is surely considerable. 

(J.M. Keynes, Treatise on Money, VII, p. 364. 

Our italics) 

For much of the period following 1930 there 
was only a limited interest in the problem of 
lags in monetary policy. This was understandable. 
During the depressed ’thirties, many leading 
countries adopted policies of cheap money and 
retained these policies throughout the remainder 
of the nineteen-thirties and nineteen-forties. 
With the policy instruments set in one direction, 
the lags in the response to monetary policy were 
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not a problem. For example, the high unemploy- 
ment existing in the Canadian economy in 1939 
could not be imputed to tight money in 1939, or 
for that matter to tight money in any of the preced- 
ing four or five years, but rather to the fact that 
the degree of credit ease which had existed for 
some years was not sufficiently powerful in its 
effects to provide a major stimulus to the economy. 
Similarly, the problem in the early post-war 
years was not the result of a lagin the response 
to/credit restraint, but rather that credit restraint 
had not been applied at all. Indeed, it was not 
until a flexible monetary policy was restored in 
the nineteen-fifties that the setting was provided 
in which the problems of the lags in monetary 
policy could become important. With reversals 
of policy taking place every two or three years, 
it became a matter of considerable importance 
whether changes in monetary policy came soon 
or late after a change in economic conditions, 
and whether the response of expenditure and em- 
ployment came soon or late after a change in 
monetary policy. If the authorities were slow to 
act and the economy slow to respond, changes 
in monetary policy could have the effect of 
widening the range over which the economy 
fluctuated. It therefore became a matter of some 
urgency to find out how early in a period of 
expansion or contraction the authorities could 
judge the likely developments in economic con- 
ditions and take action, and how long it took 
expenditure and employment to respond to such 
changes in policy. 

We shall be concerned here with lags in the 
effects of monetary policy following decisions 
taken by the authorities. In the Commission’s 
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Report an analysis is made of the problem of 
timing encountered by the authorities. There the 
question is raised as to whether actions by the 
authorities, which after the event turn out to 
have been taken late, are best described as 
resulting from a ‘‘lag’’ in the response of the 
authorities to past changes in the economy, or 
whether delay can be more correctly attributed 
to uncertainty about future developments. We 
shall begin by examining the lags between 
changes in the investment plans of corporations 
and resulting changes in income and employment. 


There are a number of ways of obtaining in- 
formation about the length of the lags between 
change in investment plans and actual outlays. 
One obvious way is to ask firms to estimate the 
time normally taken to carry out the various 
steps in the process of investment. For example, 
in the case of investment in industrial plant, 
firms can be asked how long it takes from the 
start of the drawing of plans to the start of con- 
struction, or how long it takes from the first 
decision to build to the start of construction, 
and how long it takes from the start of construc- 
tion to completion. Similar questions can be 
asked relating to the purchase of machinery and 
its production or to the purchase and production 
of any asset. The following are some examples 
of the kind of information which was obtained 
from interviews. 


A retailer described the timetable for the con- 
struction of a large retail outlet as follows: 


1, January, 19A — Preliminary decision made 
to build in a particular town. 

2. May, 19A — Approval given to the expend- 
itures required, on the basis of preliminary 
engineering forecasts. 

3. September, 19A — Initial drawings prepared 
and approved. 

4. May, 19B — Construction started, 


5. March, 19C — Project completed and opened, 


It was suggested that the planning and engineer- 
ing time on this project could have been reduced 
by about six months if there had been any partic- 
ular reason for doing so. Any further reduction in 
the planning time or in the construction period, 
for a store of this size, would involve substantial 
extra costs. Two years is regarded as the min- 
imum time required for the gestation and construc- 
tion of a major project. 


The time schedule of decisions and outlays for 
the annual capital expenditures of a large pipeline 
operator is as follows: 
July, 19A — Sales estimates for 19C prepared. 
September, 19A — Capital cost estimates 
prepared and letters of intent sent to manufac- 
turers of equipment. At this time the equipment 
manufacturers start to make equipment in 
anticipation of the orders they hope to get. 
December, 19A — Construction specifications 
published and sent to suppliers. Approval of 
sales estimates and prices sought from the 
regulatory authority. 
January, 19B — Equipment contracts signed. 
January — April, 19B — Construction design 
completed. 
April, 19B— Bids received and contracts 
awarded for construction. 
April, 19B — Regulatory authority’s approval 
obtained for construction plans and terms of 
sale. 
May, 19B — On site construction starts. 
October, 19B — Construction completed and 
facilities available for use. 


In the fall of year 19A, one firm’s economists 
make an appraisal of the economic outlook, and 
make a general estimate of the capacity required 
to meet the estimated demand in year 19C. These 
forecasts are subject to approval at a higher level, 
and are then forwarded to the separate departments 
for the estimation of the corresponding 19C ex- 
penditures for each department. These detailed 
estimates would be prepared by June of 19B and 
approved by senior management. Board approval 
would follow in October or November of 19B At 
the beginning of 19C, apriority list of the proposed 
capital expenditures would be drawn up, the most 
favourable expenditures being undertaken imme- 
diately. The remainder of the projects would not 
be undertaken until mid-year approval was granted. 
In this way the company leaves itself some flex- 
ibility to adjust expenditures during the year. 
Thus, although the amount of capital expenditures 
to be made in the last half of 19C is established 
in principle in the fall of 19A, implying a long lag, 
there is a considerable amount of flexibility left 
in the expenditure programme for the company to 
make any necessary adjustments indicated by 
changes in sales expectations. 


An official in a large oil company estimated that 
it takes six months to plan and eighteen months 
to build a new refinery; and six months to plan 
and six to build a gas processing plant; while 
service stations of the simpler types can be built 
with little planning and a two-month construction 
period. 


Following a datable increase in sales expectations, 
another oil company took six months to design 


and approve an addition to capacity, and nine 
months to construct the facilities. This was thought 
to be a typical lag pattern for normal projects, 
with more complex projects such as an entire new 
refinery taking substantially longer. 


A distillery executive suggested that their projects 
take six months in the planning and decision 
stages and six months in construction, with 
certain variations depending on the type of con- 
struction, 


A pulp and paper manufacturer gave an example 
of the kind of lags in his industry between an 
apparent change in business conditions and the 
construction of new facilities. In September of one 
year, the sales expectations for one of the com- 
pany’s products increased considerably. By 
February of the following year, plans had been 
drawn up and an expenditure of three million had 
been approved. The construction took a further 
12-14 months. The construction time was less for 
this project than in many other cases because it 
involved the expansion of old facilities rather 
than the construction of a completely new plant. 
There is more uniformity in the length of time 
which passes between a change in business cone 
ditions and the first major expenditures on new 
facilities. The decision and planning period is 
usually between six and nine months in length. 


The above examples indicate clearly that +! 
time lags between spending decisions and actual 
outlays vary widely depending upon the type of 
project. If such information is to be of use in 
estimating a lag pattern suitable for describing 
aggregate investment, one must discover not 
only the typical time pattern of outlays for the 
various types of project, but also find a reliable 
measure of the relative importance of various 
types of projects in the aggregate investment of 
particular years. 

Alternative ways of aggregating this kind of 
information are illustrated by the work of Thomas 
Mayer (‘‘The Inflexibility of Monetary Policy’’, 
The Review of Economics and Statistics, 1958), 
and Shirley Almon (‘‘The Distributed Lag be- 
tween Capital Appropriations and Expenditures’’, 
Unpublished Paper). Mayer gathered information 
by questionnaire on the typical lags in invest- 
ment expenditure. Miss Almon based her analysis 
entirely on aggregate data for appropriations and 
capital outlays. She examined quarterly data 
(obtained by the National Industrial Conference 
Board from 60% of the 1000 largest manufacturing 
firms in the United States) of appropriations and 
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capital outlays to see which time pattern of out- 
lays provided the best fit to the appropriations 
data. The appropriations in a particular quarter 
are taken to represent decisions to spend, and 
the best-fitting distribution of outlays over the 
following quarters is taken to be the typical lag 
pattern. In view of the doubtful nature of much 
of the quarterly appropriations and outlay data, 
her results must be treated with some care, but 
they are nevertheless of considerable interest. 
For all manufacturing, she suggests that 15% of 
appropriations are spent during the first half 
year, 45% in a year, 77% during the first six 
quarters and 92% within two years. 

Both the direct estimate and _ statistical 
inference approaches to lags in the investment 
process establish some general bench marks 
which are very helpful, and it is hoped that 
further work along these lines will go forward. 
A major shortcoming of this kind of information 
for assessing the effects of monetary policy is 
that the lag pattern which emerges does not 
relate specifically to changes which arise from 
monetary policy. Since in such cases firms are 
accommodating themselves to a change in ex- 
ternal conditions, adjustments in plans and out- 
lays tend to be made as soon as possible after 
the change in external conditions. Moreover, the 
particular projects affected are unlikely to form 
a representative sample of all projects and 
averages derived for the whole of investment 
may well be somewhat misleading when applied 
to the part of investment affected by changes in 
credit conditions. We therefore concentrated on 
determining as accurately as possible how long 
the lags had been for changes in expenditure 
which had in fact occurred in response to changes 
in monetary and debt policies. The following 
examples illustrate the kind of information ob- 
tained. 

A metal products firm started in mid-1954 to plan 
a $5 million expansion. By May, 1956 they had 
reached the stage of arranging financing. At a 
Board meeting that month, it was decided on the 
basis of the advice of two investment dealers on 
the Board that the money could not be currently 
raised on the market. The expansion was post- 


poned. The construction would have begun in mid 
1956 and would have been completed in two years. 


The Board of Directors of a paper company had 
tentatively approved a plan to purchase an addi- 
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tional paper-making machine, but the sharp rise in 


interest rates in 1959 ‘‘made the cost prohibitive’’, 
In 1962 the project came up for consideration 


again but the directors were concerned over the 
anticipated interest rate (64%4%) on some $4-$5 


million which they would have to borrow. It was 


estimated that the employment effects would ex- 
tend over a period of two-and-a-half years, Part of 
the work on new buildings could have been carried 
out within a few months, but the construction of 
the machine would have been spread over a much 
longer period and might well have taken place in 
another country. 

A company which approached its bank in July, 
1962 for funds to construct some previously poste 
poned warehouses was told that a further delay 
would be necessary ‘‘in view of the austerity 
programme.’’ These warehouses would have been 
constructed in the summer and fall of 1962. 


In early 1961, a construction materials comp any 
decided to double the capacity of one of its re 
gional plants. In May, 1962 plans were publicly 
announced for a $6-$8 million extension to start 
in mid-1962. The high interest rates and poor con- 
ditions in equity markets in June, 1962 led the 
firm to postpone construction for at least a year. 
It was estimated that the construction would have 
been spread over a period of 14-18 months. 


A small wood working firm might have spent 
$1000 more on modernization during the calendar 
year 1959 if additional bank credit had been avail- 
able during the latter half of the year. 


A forest products firm revised its 1962 budget in 
July, 1962 and deferred a $300,000 modernization 
project for nine months and $150,000 of mainte 
nance expenditures for a year or more. The out- 
lays would otherwise have taken place in the last 
half of 1962. 


A construction firm postponed the purchase of 
$200,000 of new equipment when it was unable to 
get bank accommodation in the late summer of 
1959. The equipment would have been purchased 
in the fall and winter of 1959. 


A machinery firm decided in the fall of 1959 that 
credit restraint would reduce demand for their 
product and postponed a $300,000 extension which 
would have been completed by the spring of 1960. 


A metal products firm found credit tight in 1959- 
60 and postponed possibly $20,000 of machinery 
purchases from 1959 and 1960 until 1961. 

A small machinery firm was in financial difficulties 
in 1959. Their bank withdrew support completely 
in June, 1959, and the company went into receiver 
ship. Some capital expenditures would have been 
made in the latter half of the year had further 
credit been obtained. 


A small manufacturing firm hoped to spend $75- 
$100,000 on modemization during the calendar 
year 1962. The ‘‘tight money talk’? of May and 
June, 1962 discouraged them from even applying 
for the necessary loan from their bank. 


In mid-1960, a utility shifted $2-$21%4 million of 
expenditure on distribution facilities from the 
period September, 1960 to September, 1962 to a 
subsequent period not starting before September, 
1962. Credit conditions played a small part in its 
decision. 


A utility made several changes in June, 1962 in 
the financing and spending plans which had 
previously been approved as part of the 1962 
budget. The aggregate effect of all the changes 
was to decrease capital expenditures in 1962 by 
$550,000, by $750,000 in 1963, and increase out- 
lays by $625 million in 1964 and $675 million in 
1965. 


A small manufacturing company was planning a 
$90-$100,000 extension to be constructed in the 
fall of 1959. The firm’s bankers showed reluctance 
in September, 1959 to advance the funds and the 
project was shelved. 


A medium-sized power utility had approved in the 
fall of 1958 expenditures during 1959 of $250,000 
on 6-8 smaller projects for system improvement. 
In mid-1959, the revenue estimates for the latter 
half of the year were revised downwards and the 
firm appeared to be approaching its borrowing 
limit. The $250,000 of expenditure was shifted 
over into the 1960 and 1961 budgets. 


A construction materials firm postponed the pur 

chase of cars and trucks in 1962. The amount 

involved was around $80-$100,000 and the pur- 
chases would have been made in the 1962 model 

y Car. 

If we had found many examples of the effects 
of credit restraint in the three periods, and had 
been able to date accurately both the direct and 
indirect effects on employment and output, these 
data could have been used to measure with some 
precision the lags in the effects on expenditure 
which are directly relevant. It is, however, very 
difficult to generalize from the limited number of 
cases with which we have had to work, and 
neither the amount nor the accuracy of the data 
permit any meaningful comparison of the average 
lag characteristic of each period of restraint. 
Our evidence, for what it is worth, indicates 
that the effects of credit restraint are spread 
over a wide period, ranging from a few weeks to 
several years, and suggests that at least six to 


nine months is probably required to encompass 
a major proportion of the effects on output and 
employment. 


The problems raised by the lags between 
decisions and expenditures are in part dependent 
upon the extent to which these lags must be 
added to other lags, in particular added to lags 
between action on the part of the authorities and 
the response of the financial system. As pointed 
out in the Commission’s Report, the lags within 
the financial system depend on the decisiveness 
with which the authorities act. If, as at the time 
of the exchange crisis of 1962, they act with 
great vigour, the lag between an initiative on 
the part of the authorities and a major change 
in credit conditions is very short indeed. If, on 
the other hand, the authorities choose to act 
gradually, a period of 6-9 months or more may 
elapse before there has been a major increase 
in interest rates or noticeable restraints on the 
availability of credit. This would not raise a 
serious problem of timing if it could be expected 
that the initial steps in the direction of credit 
restraint led immediately to changes in expend- 
iture decisions and consequential effects in 
succeeding periods. If, however, it is the case 
that the early months of a change in monetary 
policy in the direction of restraint are ordinarily 
taken up in bringing the financial system to the 
point where it begins to exert a restraining in- 
fluence on expenditure, then expenditure lags 
must be added to the lags within the financial 
system. 


Our evidence on this issue should perhaps 
be viewed with some suspicion. In the question- 
naire and in the interviews we set the stage by 
sketching in the periods of credit restraint, and 
when the timing of a particular postponement 
bore little relationship to the changes in credit 
conditions it was queried very carefully. We 
found little evidence, however, which suggested 
that the kind of minor changes in credit condi- 
tions characteristic of the early months of a 
period of restraint exercised any significant 
influence over expenditure. On the other hand, 
there was evidence of a clustering of effects in 
periods when credit conditions had been tightened 
considerably. We would conclude, therefore, that 
in many cases the lags within the financial 
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system and the lags in expenditure must be 
added to determine the likely timing of the re- 
sponse of corporate expenditure to changes in 
monetary and debt policies. 

The lags in the effects of an easing of credit 
conditions differ in one important respect from 
those characteristic of credit restraint. The 
difference arises primarily in those cases where 
it is the availability of credit rather than interest 
tates which affects the firm’s willingness to 
spend. When a firm faces a quantitative restric- 
tion on its borrowings, it is often under imme- 
diate pressure to conserve funds, and the response 
follows fairly quickly. When, on the other hand, 
there are significant increases in the amount of 
funds which a firm could borrow from its usual 
sources, that fact may not become quickly known 
to firms unless they have shortly before been 
aware of quantitative restrictions. Aside from 
this variable lag before firms become aware of 
a change in credit conditions it is likely that 
the actual lag between a change in financing 
plans and a change in outlays is likely to be 
longer in the case of ease than in the case of 
tightness. Ifa firm decides to borrow less money, 
then expenditure must be cut to match. If a firm 
decides to borrow more to finance investment 
expenditure, it is not under immediate pressure 
to spend. It is worth of note, however, that a 
significant proportion of the firms affected by 
credit ease were in fact the same firms which 
had been affected by prior credit restraint. In 
these cases, it was found that the lags between 
the decision to undertake a project and the 
actual outlays were similar to the lags associ- 
ated with the postponement. 


Conclusion: 


We have suggested that in studying the lags 
in the effects of monetary policy there is some- 
thing to be said for going beyond the structural 
characteristics of the system to study the 
specific lags to specific changes in policy. 
There are dangers in adopting this approach. 
There may be significant changes from period 
to period in the types of capital expenditure 
affected. This is obviously the case for the 
economy as a whole. The drastic changes in 
availability arising from the system of lending 
under the National Housing Act have led from 
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time to time to major effects on housing expend- 
iture. Lending can change very rapidly in the 
area of housing and significant effects on ex- 
penditure can occur in a matter of weeks. Thus 
the fact that in 1957-58 changes in N.H.A. lend- 
ing were part of the shift in the direction of 
credit ease meant that the effects of credit ease 
on the economy as a whole were much larger and 
much earlier than they would have been other- 
wise. Within any sector of the economy similar 
differences could arise, particularly if there are 
changes in the structure of credit conditions 
from one period of restraint or ease to another, 
If, for example, the authorities adopt policies 
in one period designed to curtail the availability 
of credit with a dampened effect on interest 
rates, they will probably affect a different size 
class of corporation and may affect different 
types of capital expenditure than if they had 
followed a policy of more general restraint. 
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Similarly, if there is a change in the structure 
and practices of the financial system, such that 
availability effects are reduced and interest 
rates play a more important role, this might be 
expected to have some influence on the lags 
which could be anticipated. There is thus no 
simple answer which can be expected to offer 
precise guidance to future policy. 

This is not to say that it is useless to try 
to extend our present knowledge. If enough could 
be known about the structure of credit conditions 
in a particular period and enough known about 
the size of and lags in the effects characteristic 
of the sectors which would be affected by this 
structure of credit conditions, a judgment could 
be made about the timing of the aggregate effects, 
Something of this kind can already be done in a 
very rough way but fuller and more detailed 
knowledge is required before the existing range 
of uncertainty can be narrowed. 


TO THE MAIL SURVEY 


Enough has been written in the preceding 
chapters to indicate the limited reliance which 
can be placed on the replies to the mail ques- 
tionnaire. With question after question, it was 
found that there was a tendency to indicate a 
positive response when a change had been made, 
even when that decision was quite unrelated to 
general changes in credit conditions. Thus 
shifts in financing or reductions in expenditure, 
which resulted from the special circumstances 
of the firm or the level of demand for the products 
of a particular industry, were reported as positive 
responses to general changes in the cost and 
availability of credit, even when they were quite 
independent of such general changes. Further, 
in a very few cases it was found that while a 
negative response had been given to a particular 
question in the mail survey, the subsequent in- 
terview questioning brought to light changes 
which were at least partly related to general 
changes in credit conditions. 

If negative answers should on occasion have 
been positive, and positive answers should very 
frequently have been negative, it might appear 
that the mail questionnaire was of little use. As 
pointed out earlier, this was not the case. The 
mail survey brought us into touch with a sample 
of firms which had experienced some impact from 
monetary and debt policies and this permitted 
us to locate and interview those firms which 
were most likely to have something interesting 
to report. Moreover, since the negative responses 
to questions were in general fairly accurate, the 
mail survey widened the coverage of the inter- 
view programme and made it possible to draw 
some broadly based quantitative conclusions. 


While the response rate was high for a survey 
of this kind, there were around 500 firms for 
whom a completed questionnaire had not been 
received. As soon as we began to draw con- 
clusions based on the interviews and the mail 
survey, this group of firms became a source of 
embarrassment. Perhaps almost all of the firms 
which had failed to reply had regarded the 
Survey as irrelevant because they had been 
entirely unaffected by changes in credit condi- 
tions. If this were the case, we were in danger 
of over-stating the effects of changes in credit 
conditions on firms with assets under $90 
million. Alternatively, perhaps a number of the 
non-responding firms had been so adversely 
affected by changes in credit conditions that 
they were on the verge of bankruptcy and had no 
time to answer questionnaires. One businessman 
on receiving our questionnaire wrote: ‘‘I don’t 
believe a physician should conduct a psycho- 
logical study over a patient who is bleeding to 
death...’ Perhaps many of the firms which had 
failed to reply were in this position, and we 
might therefore be underestimating the effects 
on firms in the size groups which were incom- 
pletely covered by interviews. Idle speculation 
of this kind clearly led nowhere, but since these 
firms had already failed to respond to the original 
questionnaire and two follow-up letters, there 
was little point in further efforts along that line. 
The decision was taken to contact a number of 
these firms by telephone and either arrange for 
a personal interview or gather as much informa- 
tion as possible on the telephone. For reasons 
of economy, this was done for most non-respond- 
ing firms in Toronto, Montreal and Vancouver 
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and for a few firms in the areas neighbouring 
these metropolitan areas. 

It turned out that some firms had indeed 
failed to reply to the questionnaire because 
they had been unaffected and felt that little 
purpose would be served by responding. 

The Secretary-Treasurer of a manufacturing company 

jointly owned by companies in the United Kingdom 

and Canada, responded as follows: ‘I remember it.I 

did not throw it out. Actually, we havenot borrowed 

from a bank in years and I did not think we could 

contribute to your survey.’’ The company had not 
carried out much capital expenditure in recent 
years, but they did add to plant and equipment in 

1956-57 and 1959. The firm has not been affected 

directly by tight money but ‘‘tight money has very 

definitely reduced the volume of business.’’ In- 
terest rates have never had any direct effect on 
the level of inventory, In recent years the company 

has had a substantial portfolio of securities. Of a 

total of over a million dollars, in December, 1962, 

more than half was invested in short-term govern- 

ments, about a fifth in medium and long-term 

governments extending from 1968-77, about a 

tenth in preferred shares, and a tenth on deposit 

with a trust company. 


The Treasurer of a wholesaling company was 
contacted by telephone and replied: ‘‘I don’t seem 
to remember seeing it.’? They later sent forward a 
completed questionnaire, pointing out that as a 
wholesaler their capital expenditures were of a 
minor nature and their behaviour had been unaf- 
fected by credit conditions. 


The owner of a small company which acted as a 
manufacturers’ agent responded as follows: “Yes, 
I remember seeing it, but (1) we are too small; 
(2) we don’t owe any money; and (3) we don’t 
borrow from the bank.’? He pointed out that they 
do not carry any stock and employ only two people. 
They have their own money and keep enough cash 
on hand. They had never been affected by credit 
conditions. 

The owner of a customs brokerage firm replied to 
a telephone query in the following terms: ‘‘I turned 
this over to my auditor. I don’t do very much of 
this technical end of it.’”” The company has no 
warehouse, no merchandise and no equipment. The 
fixed assets are limited to office furniture. The 
firm represents different importers, pays the duty 
and sends a bill for its services. They borrow 
from the banks but they are bonded by the Govern- 
ment and are responsible for any commitment. 
They never encounter any difficulty with the bank 
since the bank is well protected. 


Other firms had not been entirely unaffected but 
did not feel that the questionnaire was well 
designed for their company. 


The President of an automotive sales firm said 
that he felt that ‘‘the questionnaire was designed 
for big business.’’ He added ‘‘We didn’t think our 
experience was relevant.’’ It is a small, privately- 
owned company which uses bank funds to carry 
inventories. They found their sales limited in 
1959 but they didn’t change their capital expend- 
itures. Their inventories were reduced because of 
the lower sales but not because they could not 
obtain funds. 


The President of a British-owned subsidiary in 
the machinery industry said: ‘‘I remember seeing 
it. The reason for not replying is that we are a 
small company. We have had growing pains. The 
accountant is so busy he does not know which 
way is up. We have had a couple of other survey 
things he has not had time to do.’’ He pointed out 
that their parent company has been in a good posi- 
tion to borrow money in England and there has 
therefore been little need to borrow money at this 
end. The only influence of tight money might have 
been psychological. Credit conditions exercise a 
“fsubtle influence’’, The parent may feel that the 
Canadian company should hold in when money is 
tight. The President was not able to give any 
specific examples of this effect. He did say, how- 
ever, that the company had noticed a definite 
effect on trade credit. In 1959 they had their worst 
year for bankruptcy. The parent company extended 
terms depending on the Canadian company’s needs. 


The Vice-President of an American-owned elec- 
tronics manufacturing firm in answer to a question 
on their failure to respond to the survey, said: 
**tWe wondered why on earth you would single us 
out. We have ten employees and are struggling to 
get by. This was one straw too many —— D.B.S. 
drives us mad.’’? They have only been going for a 
few years. When asked about tight money in 1962 
he said ‘‘We practically went under’’. Sales were 
slow, credit was tight, and money was slow com- 
ing in. They bought parts from their parent and 
this tided them over. They have not approached 
the Industrial Development Bank as yet but they 
are thinking of doing so. 


A grain broker who had been sent a questionnaire 
and had not replied, said: ‘‘In our case we do not 
qualify for a reply. We are not borrowing any 
money or granting any credit. I looked over the 
questions and they are so far over our head...’’ 


The Secretary Treasurer of an American-owned 
canning company said: ‘I didn’t feel that we had 
anything to contribute. We are owned and operated 
from the U.S Tight money has been no problem 
They guaranteed our borrowing and changes in 
Canadian monetary policy did not affect us.’’ They 
are owned by a very wealthy company and the only 
effect they have noticed of monetary policy is that 
when the prime rate went to 6% the American 


parent said they had idle money in the U.S. and 
sent it up without interest. Their accounts receiy- 
able do not fluctuate to any measurable extent. 


An executive of a small construction materials 
firm said: ‘‘We didn’t think our information would 
be of use. We are a private company with no out- 
side financing.’? They have carried out capital 
projects in the last few years and have never post- 
poned because of credit conditions. They have 
never altered inventories in response to credit 
conditions. They very seldom borrow from the 
bank. They have noticed that in the last year or 
two it has been more difficult to collect from 
creditors and up to a point they are prepared to 
help them. 


The Comptroller of a retail distribution chain, 
when asked what had happened to their question- 
naire, said: ‘‘We have used banking facilities to 
such a small extent that a number of questions 
could not be answered —— practically nothing 
applies.’? He went on to point out that retained 
profits have provided the funds they have required 
for expansion. They have tripled their volume in 
the last twelve years to around $3 million. They 
have not been affected by bank credit, although 
they do discount paper at the bank. In deciding 
the level of inventories, they work on an inventory 
turn ratio and expect at least four turns a year. 
The cost of money was said not to influence them 
to any great extent. They do not hoard merchan- 
dise, and adopt a ‘‘business point of view rather 
than cost of money.”’ 


Some firms which failed to reply to the mail 
questionnaire wrote to say that they had merged, 
discontinued operations, or gone bankrupt and 
were not in a position to supply information. In 
one case, the bankruptcy was attributed to the 
state of credit conditions but on closer examina- 
tion this turned out to be a doubtful case. It is 
quite possible that some of the other cases for 
which no detailed information could be obtained 
would fall into the category of firms which had 
failed because of general limitations on the 


avauUability of credit, 

The Chairman of the Board of a development com- 
pany wrote: ‘‘Please be advised that the said 
company ---------- is presently under the Creditors 
Arrangement Act. We trust that you will concur 
that in view of this situation, the questions herein 
are not particularly relevant and the questionnaire 
is returned herewith.’’ 


A letter received on December 10, 1962 from a 
firm in a resource industry, read in part as 
follows: ‘‘---------- was liquidated on July 31 of 
this year. Much of the information requested is 
not readily available.’’ 
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Responding to the French language questionnaire, 
a firm in Quebec wrote as follows: ‘‘We regret 
not being about to give you the information re- 
quested for the reason that all our forestry opera 
tions have been suspended since November, 1960. 
But we believe it is necessary to give you the 
reasons for ourdecision. Our company is a family 
business which in normal times has a turnover of 
about $350,000 a year, with an investment of about 
$250,000. To operate our business, we have to 
obtain the financial help of the chartered banks, 
that is to say short term loans guaranteed by the 
directors of the company. These loans are neces- 
sary in order to take care of the processing of the 
raw material until it is ready for the market in a 
period of 6 — 12 months. 

“Since 1957, the market for sawing lumber has 
been subject to a decline in prices; on the other 
hand, there has been a continuous increase in 
wages, machinery, etc., and added to these dif- 
ficulties the banking restrictions on credit for 
this type of operation; necessary credit has been 
almost impossible to obtain. 


‘We do not consider ourselves obligated to assume 
all the risks for this type of operation, in order 
to create employment from which the whole com- 
munity benefits, under the present conditions of 
the market for sawing lumber. 


‘Tt underline these problems which have affected 
our company in the last few years and which 
surely have caused serious trouble to a number of 
small employers like us.” 

(Our translation) 


The Treasurer of € mining company reported that 
the company had been in a state of flux. They had 
been in a state of receivership and now had 
passed into bankruptcy. He said that the with- 
drawal of credit in 1959 had been what led to the 
receivership, and when in 1962 the shareholders 
had tried to borrow to pay off the bondholders, 
money was again tight. When he described the 
details of the company’s birth and collapse, 
however, it was much less clear that general 
credit conditions had had a great deal to do with 
the problem. They got into difficulties very soon 
after their establishment in the mid-’fifties, and 
when they were unable to meet their interest pay- 
ments in early 1959 resorted to panic financing, 
borrowing $1 million at an annual rate of 25% The 
company went into receivership when the bank was 
unwilling to renew a loan in the spring of 1959, 
The bank loan was repaid within a matter of 
months. On further reflection, the Treasurer could 
not recall whether any mention had been made of 
the state of credit conditions and didn’t think 
that the bank’s decision could be attributed to 
tight money. He did think, however, that if they 
had been able to hang on for another six months 
in 1959 they might have been able to stay solvent. 
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Many firms had failed to respond for reasons 
unconnected with the effect of credit conditions 


on the company. 

An executive of a small drug company said: ‘1 
remember seeing it. I sent it on to our auditors. 
I was under the impression that they had answered 
it, but apparently they didn’t.’’ While their firm is 
classified as manufacturing, he pointed out that 
they were restricted to sales, with four men on the 
road and two in the office. He was doubtful that 
credit conditions had affected them, although in 
1962 the bank was unprepared to increase their 
loan. They were turned down by the Industrial 
Development Bank who said that they would help 
if he were interested in building a plant or buying 
machinery, but otherwise not. He is now factoring 
his accounts and has been doing so for the last 
four months at 1% a month on almost all of his 
accounts receivable. 


The owner of a small office machinery rental 
company said: ‘‘I do remember seeing it — wehave 
moved and I can’t find it now.’? He pointed out 
that he was not affected by bouts of tight money 
but had found lack of finance a problem. They are 
a small company which rents typewriters and 
adding machines; they are privately owned and 
have a small bank loan. In 1962 they tried for an 
increase in their loan to $4000 but were only 
allowed $3450. They then made an arrangement 
with the companies which supply them with office 
equipment to pay 1/12 of the outstanding balance 
plus interest at 6% per annum. This replaced ar- 
rangements of 30—60—90 days formerly and has 
been very helpful. He also pointed out that he has 
found the cut-off of overdraft facilities has made 
bank accommodation more expensive. 


The President of a retail ladies’ wear company, 
with fifty employees in one large unit, said: ‘I 
remember seeing it -- pressure of time prevented 
us from answering.’? When asked a number of 
questions drawn from the questionnaire, he pointed 
out that they had ‘‘no bearing on this company’’, 
They have rarely been called upon to borrow and 
have always been able to get it when they want it. 
They have liquid assets to pledge with the bank. 
Some of these securities are long-term govern- 
ments. They don’t notice any particular trade 
credit difficulties. Their cash business is about 
90% of their total business, with only 10% done 
on credit. They rent their premises. 


An executive of a wholly-owned U.S. subsidiary 
engaged in the processing of furs, said: “I do 
recall it -- I sent it to our President in the U.S 
and I guess he overlooked it.’? They have several 
hundred employees but do not carry out much capi- 
tal expenditure -- around $25,000 a year. ‘‘We 
never postpone capital expenditure because of 
credit conditions. Don’t borrow from the bank but 


finance ourselves ... Cheap money would not make 
any difference to the company.’’ They hold no 
inventory except chemicals. 


The President of a small retail firm in response 
to a telephone inquiry said: ‘‘At the time reports 
were sent in to us, we weresemi-closed while we 
were changing our business. I could have filled 
it in, but I worked for 39 nights in a row rearrang- 
ing the business.’’ The firm found that there was 
too much competition in the line of ladies’ wear 
they were selling and had converted to another 
line. They tried to borrow from their bank in 1963 
without success. They applied to the Industrial 
Development Bank but could not wait for the loan 
to be processed. As a result, they borrowed from 
the immediate family and converted their stores. 


The Treasurer of a company distributing fine 
papers and book binding supplies, when queried on 
the telephone about the questionnaire, replied as 
follows: ‘‘It went off to the accounting department. 
I have some recollection of it.’’ It was pointed out 
that the firm had a policy of trying to cut down on 
inventories when credit conditions tightened. It 
was also noticed that when credit tightened, cus- 
tomers wanted extended terms. The company 
responds to this pressure by trying to get more 
credit from its suppliers. Sometimes as much as 
$300—$400,000 is obtained in this way. 


The President of a private manufacturing company 
with around $1 million in assets said that the 
questionnaire had been handed over to someone, 
but the company had moved offices. They had not 
been influenced by credit conditions. The com- 
pany was soldin 1962 because the sons had gone 
elsewhere and there was no successor to take 
over. 


An executive of a small, privately owned manufac- 
turing company explained their lack of response 
in the following terms: ‘‘We are a small company; 
our office staff is overloaded and we have not the 
human possibility to do it. There are too many b--- 
statistics in Canada.’? The company was described 
as being badly undercapitalized. They switched 
banks in 1961 after being turned down when seek- 
ing more working capital. They have borrowed 
from the Industrial Development Bank and have 
outstanding mortgage bonds. They felt that credit 
conditions were easier in 1963 than in 1962 but 
could not be specific about any postponements 
which could be directly related to credit condi- 
tions. They made a private arrangement with a 
pension fund in 1962 for $130,000 which was 
spent in that year. They had difficulty repaying 
the Industrial Development Bank but found the 
I.D.B, unwilling to allow them to postpone pay- 
ments. They have found their customers much 
affected by the change in overdraft arrangements, 
It was also pointed out that ‘‘when the Bank of 


THE EFFECTS OF MONETARY POLICY—x 415 


Canada announces a panx rate increase, the money that 


i : their own arrangements had not been af- 
stops coming in from the customers.’? 


fected at all. ‘‘We have not required all the line 
of credit we have. I have a feeling that people 


The owner of a small textil i 
xtle company who is a U.S. who were in good shape did not have trouble.’’ 


citizen but a Canadian resident, replied to a tele- 
phone query as follows: ‘‘This company is not lai int i nape ree uct 
large enough to have a full office staff. Th igh hic ae oe ais 
way you get a report is if I sit down and ae services of his company, he pointed out that they 
it myself and I am too busy.’’ He was critical of Bea ga nie Lattin, BPE Ties _ 
the banking system in Canada and i . aie 
Pah eotiet he naib PoUBe Haseena toc eee affected. He felt that the shopping centre developer 
ness of the banking system in the United States. ms Nan Pete ete ee wee pie 
He pointed out that the rate of interest was not ee in pet he: ra Bas 3 Ree ee “eo 
important as far as business expansion was cone De ee Sey aap ok rah ce 


cemed, and that 1% one way or the other did not 1959. The owner had to get a mortgage and finally 
renal ference. had to pay 8%4% even though he had a first-class 


tenant. He had to pay since the construction was 


An executive in a ship repairing firm responded go Cnoy unde n way. 


as follows when asked why a questionnaire had 
not been returned: ‘‘Oh yes, I started on it but 
we had one executive off for four months and 


The President of a retail outlet said: ‘‘I haven’t 
had a chance to do it. We get so many government 
questionnaires around here.’’ He pointed out that 


another had a heart attack, and that is why we their firm did not have to rely on bank credit. Their 
are so far behind.’’ He began by pointing out that retained earnings are the major source of funds 
their firm had felt absolutely no effect from and they never use bank credit to any great extent. 
changes in credit conditions. They have a limit Accounts receivable have gone down since they 
on their line of credit of $200,000 and have instituted a series of credit checks two years ago. 
never used it. Credit conditions have never influ- 
enced their decision in any shape or form. They An executive of a small metal manufacturing com- 
have surplus funds which are lent to bond dealers. pany said: ‘‘We have 80—100 hours of forms re- 
He did, however, point out that credit conditions quired by the D.B.S. which we have yet to fill in,” 
had affected their customers and when there is a This executive had begun to answer the question- 
shortage of money people tend to hold off on re- naire and had half finished it when he found a 
pairs, Moreover, he went on to point out that spot where some research was required and put it 
collections were very slow in 1963 as compared aside. The only effects on the firm of general 
with the past. credit conditions were described as indirect ‘‘if 
there have been any effects at all’’. They noticed 
An executive of a wood manufacturing company, the tightening in 1962 more than earlier and 
when asked why the company had not returned its found it necessary to negotiate a line of credit. A 
questionnaire, said: “We happened to be swamped couple of times they found it necessary to exceed 
with work. One of the principals hasn’t been well their line of credit, but only for short periods. They 
and we had to put aside things not of absolute have noticed that accounts with a tendency to 
urgency.’’ The company has been using chartered slowness, particularly tradesmen dealing with 
bank credit under section 88 and the Industrial consumers, are likely to be paid even more slowly 
Development Bank for capital purposes. They felt when credit becomes tighter. The executive could 
the effects of tight money in 1957. The company not recall any specific cases where the company’s 
changed chartered banks in that year and has customers had been unable to obtain funds for 
tore comfortable relations since. They noticed construction. 


the effects in 1959 but not in 1962. In 1959 the 
company shelved plans to purchase timber rights 
and couldn’t undertake propositions to finance 
small loggers. They missed opportunities as a 
consequence. It was reported that their inventories 
were affected in 1957 but not in 1959. 


The comptroller of a wholly owned subsidiary 
answering a telephone inquiry in April, 1963, said 
that the questionnaire had not been returned ‘‘be- 
cause of lack of time.’’ He added: ‘In priority 
it is behind the labour survey report which was 
due last July. One of our troubles here is that we 


The President of a construction company said always have ten jobs to do at once.’’ Their only 
that the questionnaire had been passed on to the source of long-term funds is the parent company 
accountant with instructions to complete it and which supplies all the funds necessary for ac- 
mail it in. He was prepared to have it completed quiring new enterprises. The local line of bank 
and retuned immediately. When asked how their credit and the inter-company account are used to 
firm had responded to periods of higher interest finance current operations. Neither the avail- 
rates and limited availability of credit, he said ability nor the cost of local bank credit have 
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affected the company’s expenditure. Since loans 
from the parent company are interest-free, there 
is no financial advantage to the Canadian compa- 
ny in using local bank credit. Their accounts re- 
ceivable tend to remain a fairly constant propor- 
tion of total sales, indicating that collections 
do not depend upon credit conditions. 


The President of a textile company, on being 
asked what happened to the questionnaire, replied: 
““We get so many similar questionnaires that we 
put them aside until we have more time to con- 
sider them, or they may be put straight into the 
wastebasket. We are too busy making hose to 
answer questionnaires.’? He reported that the 
firm had enjoyed favourable bank relations and 
had never postponed capital expenditures for 
lack of funds. The firm encounters some difficulty 
in collecting accounts. The firm itself always 
takes purchase discounts. Some of the firm’s 
customers are small and unsound financially; the 
greater proportion are solid retailers, although all 
the customers take an extra 30 or 60 days to pay 
under the present competitive situation in the 
trade, 


The office manager of a logging company said 
that the questionnaire was not completed due to 
the pressure of other work. The company buys all 
its equipment with cash, and while they have a 
long standing credit with the bank, they never 
approach the limit. The company is associated 
with some smaller logging contractors who have 
to be supported by the company. The company 
guarantees two lines of credit. Their accounts 
receivable are mainly with large firms on regular 
terms. 


An executive of a small metal manufacturing come 
pany said that he remembered the questionnaire 
and the reason for not replying was that the 
“office was upside down recently and we are 
way behind in our work.’’? They rent their plant 
and their equipment is limited to punch presses. 
They have six Canadian shareholders who own 
the company, and while they borrowed from a 
bank in their early days, the business now entirely 
finances itself. Their business is a seasonal one, 
Since they manufacture a consumers’? good used 
in winter. Their staff varies from five to thirty- 
five, the high coming between September and 
February. It is difficult to judge what inventory 
to hold since their sales depend on the weather. 
Their decision on inventories are not influenced 
by interest rates orcredit availability. 


The Comptroller of a metal manufacturing com- 
pany said that the ‘whole management had 
changed over at the end of the year’’ and no one 
was available who could discuss the past expe- 
rience. The company had spent little on capital 
equipment in the last five years and as far as 


could be determined there had been no bank 
difficulties. 


The Executive Vice-President of a real estate 
development company said he had seen the 
questionnaire and passed it on for completion. 
He assumed it was ‘‘probably still in the works 
getting done.’’ This company does some of its 
own construction, but most of it is done by out- 
side companies, They examine the feasibility of 
a property, arrange financing, etc. Changes of 
interest rates of % of 1%, or % of 1%, cuts into 
the return, but this is not as significant as 
whether you can get the property leased. On the 
other hand, the general availability of credit 
determines whether interim financing is available. 
In mid-1962, the availability of mortgage money 
had resulted in some postponement, but he was 
not able to be explicit. In his view, housing was 
more likely to be adversely affected by a change 
in credit conditions than industrial construction, 
since there is more of a margin in the latter. In 
industrial construction, the important thing is to 
find good clients. If the client is good, then if 
the mortgage rate is 644% or 71%4% the rental can 
be adjusted. If you have a weak client, you 
always have trouble. If a bank is not available 
for the interim financing, the money can be found 
at higher rates from a finance company. In his 
view, industrial construction is affected by tight 
credit because the companies for whom they are 
building properties do not want to go ahead. Their 
clients have to put in equipment, working capital, 
etc. Under tight credit conditions they sometimes 
cannot get their banks to go ahead. He was not 
able to cite specific examples but this view was 
based on his experience in the field, 


The Treasurer and Comptroller of a manufacturing 
company began by saying: ‘‘I can’t seem to recall 
it. We have had quite a lot of trouble re-locating 
personnel.’’ He was apparently shuffling through 
his papers as he spoke, however, and added: 
‘Here it is, in a pile of papers.”’ During the 
course of an extended telephone conversation, 
he discussed at some length the portfolio manage- 
ment practices of the company. They have $13-$14 
million in short-term investments. At times they 
have held securities of up to 5 years maturity, 
but last year all their funds were invested in swap 
deposits. They found they could get a higher return 
on swaps than on treasury bills. The Treasurer went 
on to say: ‘*We might have done as well in commer- 
cial paper but we were not willing to take it.’’ At 
one time they held provincial issues but found 
that they were more volatile than Canada’s and 
it was sometimes very hard to get their principal 
back in periods of fluctuating rates. He added: 
‘Losses show up like a sore thumb.’’? His ex- 
perience suggested that when money got tight, it 
became quite noticeable in the collection of 


accounts. He felt that during such periods there 
was a tendency for the small businessmen to lean 
on the large fellows. They noticed that the situa- 
tion was particularly bad when the banks eliminated 
overdrafts. They have a subsidiary, but they have 
not increased their advances to them in periods of 
credit tightness. Their subsidiary has a line of 
credit with a bank. He pointed out that it might 
seem strange that a company with surplus funds 
should have its subsidiary borrow from the bank 
but he explained that any other course might get 
complicated. The cost and availability of credit 
has had no effects on their plans to acquire plant 
and equipment. Since they have not been short of 
cash, there has been no effect there or on 
inventories. 


Some of the firms which failed to reply were 
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hire around thirty employees during the season 
from August to November, when they are in produc- 
tion. They do not hold inventories of raw mate- 
rials, but buy as needed. They produce the product 
and sell it as quickly as possible. They rely on 
internally generated funds and bank borrowing. If 
they have a good season this will carry them for 
a couple of years. They have never had any dif- 
ficulty borrowing at the bank. 


The President of a radio station, in response to 
an inquiry about their questionnaire, said: ‘‘So 
much stuff goes over my desk in a day that I 
don’t remember all of it.’”? The company is owned 
in the United States and borrows nothing in 
Canada, They pay cash for everything, and, with 
the exception of cars, do not lease anything. They 
think it is more profitable to own their own things 
and only lease their cars for service reasons. 


not able to give any information on their reasons, 
since the executive queried could not remember 
having seen the questionnaire. 


The owner of a lady’s dress shop said she might 
have received the questionnaire but if so she did 


The owner of a small contracting firm, in response 
to a telephone query, said that he didn’t recall 
seeing the questionnaire. He went on to describe 
the company which had assets of around $200,000. 
Their purchase of equipment had not been affected 
by credit conditions. ‘‘Interest rates don’t bother 
us. Another 144% or 1% does not influence usat ali.”? 
On their equipment they are permitted 30% on the 
declining balance and can get half back in two 
years. They only buy equipment when they see 
enough work. The life of the equipment is around 
10,000 hours; it can then be rebuilt at 30% of 
original cost. and is good for another 10,000 hours. 
He had investigated the possibility of using a 
finance company to finance his equipment and 
found they were prepared to lend him $250,000 
but found that they wanted too high a rate. Their 
bank looked after them during the last period of 
tight money. He pointed out that at the moment 
(spring 1963) they had a project ready to go. ‘“‘It 
is a $2 million apartment building, and if a Life 
company does not come through with the finance 
for it, we will not proceed and the company will 
not get the sub-contract. ’”’ 


The President of a firm manufacturing sports 
clothing responded to a telephone inquiry in the 
following terms: ‘‘It could have gone to the book- 
keeper and not come forward to the President.’’ He 
added: ‘‘We have never had any problems with the 
bank, although we rely on them quite a bit.’’ They 
make very little capital expenditure and their 
inventories are not influenced by bank credit. 


The office manager of a small firm manufacturing 
Christmas decorations said: ‘I don’t recall 
seeing it. Sometimes they are thrown out. I don’t 
always get the mail.’? This firm does not make 
any capital expenditure and rents its space. They 


not have it around any more. She was not interested 
in the survey and was too busy to answer ques- 
tions. She uses bank credit occasionally but has 
never found it unavailable when she wanted it. 


In a few isolated cases, an explicit decision 
was taken not to answer the questionnaire. 


An executive of a company which was wholly. 
owned by a British corporation said that it was 
not their policy to make available numbers of the 
kind we sought. 


The Treasurer of a firm of building contractors said 
that the questionnaire was received and put be- 
fore the executive committee to decide if an answer 
should be sent. The decision was taken not to 
respond. This company has been reluctant to 
give out information. They were formerly a 
Canadian company but in the mid-’fifties had the 
choice of remaining a Canadian private company 
or becoming a wholly owned subsidiary of an 
American corporation. They decided to go in 
‘with the New York crowd’’ and have since 
been in a position to bid on very large jobs. In 
the early days of the amalgamation, the parent 
guaranteed their bank loan, but in recent years 
this has not been necessary. They have never 
relied on any outside source of finance other 
than the bank. They have no funded debt and 
have never dealt with finance companies, equip- 
ment suppliers, etc. The Treasurer could not 
recall any case in which changes in credit condi- 
tions had in whole or in part influenced their 
decision or led them to postpone or abandon the 
purchase of any equipment. They own a substantial 
amount of equipment which they purchase as re- 
quired for jobs, attempting as far as possible to 
purchase general purpose equipment which can be 
used on other jobs. It might have been the case 
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that the company failed to bid on somejobbecause 
of an unwillingness to purchase the equipment, 
but no such incident had ever come to the atten- 
tion of the Treasurer. In 1962 they were heavily 
committed in one of the metropolitan areas and 
in the North. They have never encountered any 
difficulty from the bank. Their line of credit has 
been arranged for twelve-month periods and has 
been ample. When they have funds on hand they 
hold Treasury Bills or bank deposit receipts. The 
company only holds heavy inventories of parts 
and supplies if they are operating in the bush and 
would lose equipment time if there were failures. 
Their decisions on holding inventories are un- 
affected by changes in credit conditions. Since 
they deal with large customers such as govern- 
ments or big companies, their problems in the 
area of trade credit do not turn on failures to pay 
but rather on the practice of the ‘‘thold-back.”? 
Owners hold back 15% of the value of the job 
until completion so that suppliers and others 
will be sure of getting paid by the contractor. 
This practice means that contractors have to have 
extra finance to take care of their current expenses. 


The Executive Vice-President of a firm in the 
mining industry controlled from the United States, 
said: ‘‘We do not like to file questionnaires unless 
it is mandatory or unless we feel it will help the 
general picture.’’ They have done no outside 
financing for fifteen years, Their accounts re- 
ceivable have not been affected, except in a 
minor way. Most of their sales are to large ine 
dustrial firms on annual contracts. 


Conclusion 


In the course of this concluding investigation, 
we contacted over one hundred firms and were 
able to get some information from 100 of them. 
It was evident that a significant number of exec- 
utives failed to respond to the survey because 
their companies had not been affected in any 
Significant way by changes in credit conditions 
and they therefore felt that they had nothing to 
contribute. At the same time, there were a few 
firms which had gone out of business, and this 


might have been related to changes in credit 
conditions. In one of the cases cited in the body 
of the chapter, it was suggested that credit 
conditions had played some part in the bank- 
tuptcy which occurred. Of the firms from which 
we were able to obtain information, we would 
judge that if these companies had responded to 
the mail survey and had been subsequently 
interviewed, three of the firms would have been 
classified as ones which had curtailed capital 
expenditure in 1959-60. This 3% response rate 
can be compared with the 3% rate found for all 
firms with assets under $5 million and 2.3% for 
firms with assets between $5 and $90 million. 
For 1956-57 we found three firms which would 
probably have been classified as _ verified 
responders, and for 1962 three, of which one 
was doubtful. Since one of these firms was 
affected in two periods, we would estimate that 
out of this group of 100 firms not completing a 
questionnaire, 7 or 8 companies would probably 
have been classified as verified responders in 
one or more periods, a somewhat higher percent- 
age than the 5.2% we found for the firms which 
replied to the mail survey. 

It is difficult to judge whether this difference 
is a significant one, arising as it does from a 
somewhat greater responsiveness in 1956-57 and 
based as it is on arbitrary judgements which 
often had to be made on the basis of a brief 
telephone conversation. We were impressed with 
the essential similarity in the degree of respon- 
Siveness of firms which did not reply, as com- 
pared with firms which did supply completed 
questionnaires. Given the very close relation- 
Ship of the verified responses for 1958-60 for 
the two groups of firms, we would conclude that 
a higher response rate to the mail survey and a 
correspondingly larger interview programme for 
responding firms would probably not have led to 
results which differed in any significant way 
from our existing results. 


CORPORATIONS AND 


CHAPTER XI 


THE FOREIGN EXCHANGE MARKET 


The Survey was primarily concerned with the 
direct effects of monetary and debt policies on 
corporations. It was clearly also a matter of 
considerable interest to know the extent. and 
timing of the response of corporations to changes 
in exchange rate policy. This involved not 
only a knowledge of the way in which corpora- 
tions carried out their foreign exchange trans- 
actions, but also called for a quantitative analy- 
sis of the way in which corporate output was 
affected by changes in the exchange rate. We 
experimented with some questions on the latter 
issue and obtained some useful results, It be- 
came clear, however, that the analysis of these 
effects would call for a full-scale inquiry in 
depth. In view of the heavy demands we were 
already making upon corporations and the diffi- 
culty of mounting another major survey while 
the success of the existing survey was still in 
doubt, we did not press ahead on this front. 
While our own inquiries did not go very far, we 
have some confidence that a major investigation 
using the techniques of economic arithmetic and 
econometrics in combination with the survey 
method would yield interesting results. This is 
a fruitful area for future research. 


While our investigation of the effects of 
exchange rate policy was a limited one, we did 
include the following question in the form sent 
to corporations: 

‘The Commission is interested in obtaining 

information on the decisions made by participants 

in the foreign exchange market. Please describe 
briefly the practices you follow as a buyer or 
seller of foreign currencies.”’ 


The useable answers to this question fell into 
three broad classes, and the distribution as 
between two size classes is shown in Table 
XI-1. 

We shall first describe and illustrate the replies 
to this question obtained in the mail survey and 
then discuss some of the information obtained 
in the interviews. 


The Mail Survey 

While we discussed foreign exchange prac- 
tices with corporate executives during follow- 
up interviews, we did not select firms for inter- 
views in terms of their response to this question. 
Most of the examples drawn from the mail survey 
are thus derived from uninterpreted data and 
should be treated with some reservation. 


TABLE XI-1 


Foreign Exchange Practices 


Percentage Distribution of Replies 


Always use 
the spot 
market 


Assets of Firm 


RINGerE OD LOsmUlLLVOn ests cre cletoc cre atetele evsicrs ss 76% 
STOMMIMONPANGTOVEr te cate ccc ss © cc cre sree eo 51% 


Occasional 
F t Always use 
PaaS UES the Forward Total 
Forward Market 
Transactions 
6% 18% 100% 
10% 39% 100% 
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(a) Firms with under $10 million in assets 

In general, there is a noticeable difference 
in the behaviour of small and large firms in the 
foreign exchange market. Many small firms have 
no dealings in the market at all and either failed 
to answer the question or indicated that they 
had nothing to report. As indicated in Table X-1, 
a high proportion of small firms deal in the spot 
market only. The following examples are typical. 

A food manufacturer with assets of around $1.5 

million reported: ‘‘Purchase foreign currencies 


through Bank to cover requirements on a day-to- 
day basis.”’ 


A manufacturing company with assets of just 
under $2 million reported: ‘‘Our Company pur- 
chases $400-$500,000 foreign currency per year. 
We purchase currency when we make payment to 
our supplier, which is 30 days after receipt of 
invoice.’? 


A furniture manufacturer with assets of just under 
$1 million answered as follows:**‘We buy approxe 
imately $100,000 in U.S. funds each year in 
order to pay for invoices from U.S. suppliers of 
lumber, veneer, hardware and tools. The proce- 
dure is simply to buy currency at the Royal Bank 
of Canada in.......... at current rate as re- 
quired. ’’ 


A hardware manufacturer with assets of just 
over $3 million reported: ‘‘We buy foreign ex- 
change, largely N.Y. funds, to the extent of over 
$1,000,000 per year, as required to settle our 
accounts. We do not deal in futures.”? 


A metal manufacturing company with assets of 
just under $400,000 reported: ‘‘We do not hedge, 
buy or sell futures. We buy foreign funds only 
when the foreign account becomes due.’? 


A small paper company with assets of under 
$250,000 answered as follows: ‘‘We have very 
little dealings on the Foreign Exchange Market. 
When importing raw materials we just buy Ameri- 
can dollars or English pounds, as the case may 
be, at the time the amount is due.?? 


An equipment manufacturer with assets of just 
over $300,000 reported: ‘‘We purchase foreign 
exchange only to pay for materials and equipment 
bought outside of Canada. The amounts are small 
and we purchase the exchange at the time the 
payments are due.’? 


Other firms could be classified almost as 
clearly as dealers in the forward market. In some 
cases, the practice of dealing in futures was 
altered with the adoption of a fixed rate for the 
Canadian dollar. 


**...as to the Foreign Exchange, I would report that 
our dealings have been largely confined to the 
purchase of futures to cover proposed foreign 
purchases, largely U.S.A. We have been told by 
two separate chartered banks that ‘‘speculation 
is frowned upon by the bank??’.’? 


‘Our sales proceeds in U.S. dollars and British 
pounds are normally sold ahead through commer- 
cial banks. The forward selling period is nor- 
mally 60 to 120 days.’? 


‘*Buy sterling futures to cover raw material pur- 
chases.’? 


‘*Buy New York futures to cover raw material and 
machinery purchases,’? 


‘‘We buy regularly from the United Kingdom and 
pay in Sterling. We usually contract with out bank 
for Sterling futures, equal in amount to about one 
month’s purchases. We try to maintain our position 
in Sterling futures at a reasonably uniform level 
by contracting for new futures as we reduce our 
old futures at the time of remitting.” 


**We have, over the years, made fairly substantial 
purchases of sterling up to a maximum of about 
$150,000 in 1956-57. When there was a floating 
rate for the Canadian dollar it was our practice 
to make forward contracts, but since the estabe- 
lishment of a fixed rate, we have not done so, 
and we now (October 1962) have a liability of 
$130,000 payable in Sterling over a period of 
18 months which is not covered.’ 


Those firms which deal exclusively in the 
spot market or do not adapt their forward pur- 
chases or sales to their future receipt or obliga- 
tions, may unwittingly be ‘‘speculating’’, in the 
sense that they are taking uncovered positions 
in foreign exchange. If sales are being made 
considerably ahead of payments and the pay- 
ment is to be made in a foreign currency, then a 
company can only protect itself against a pos- 
sible change in the exchange rate by a forward 
sale of the foreign currency. If the company 
follows a rigid rule of dealing exclusively in 
the spot market, then during the period between 
sale and payment it has placed itself in the 
position of speculating on the future of the 
exchange rate. Similarly, a company which does 
not adapt its dealings in the forward market to 
changing amounts of sale or changing terms of 
payment will be placing itself in a speculative 
position. Such firms are not usually called 
“‘speculators’? — this term being reserved for 


those who explicitly take a view of likely 
changes in markets and adapt their behaviour 
in the light of this view. 

Many firms indicated that on occasion they 
altered their behaviour in the foreign exchange 
market from time to time, and some of them made 
it clear that this was done in the light of their 
view of market prospects. 


A wood manufacturing company with assets of 
around $2.5 million answered as follows: ‘‘We 
have on occasion sold U.S. receivables ahead 
for periods ranging from three to seven months; 
however, our regular practice is to sell foreign 
exchange on the market on day of receipt.’’ 


A small manufacturing company with assets of 
around $250,000 reported: ‘‘Commitments mostly 
U.S. dollars. From time to time we have purchased 
futures to cover future commitments,” 


A drug company with assets of under $500,000 
answered in the following terms: ‘‘Buy through 
banks as needed. Only rarely purchase in antici- 
pation of requirements.’’ 


A men’s clothing manufacturer with assets of just 
under $1 million reported: ‘‘Buy sterling as re- 
quired to meet cloth invoices. Only twice have we 
bought futures in last 10-year period.’’ 


A manufacturing company with just under $300,000 
in assets reported: ‘‘Will buy futures to cover 
expected imports if situation seems advanta- 
geous.’”’ 


A textile company with assets of just over $3 
million answered as follows: ‘‘We sell foreign 
exchange for smaller amounts, say up to $10,000, 
on a current basis, unless amounts are larger 
when we may sell forward. We buy foreign ex- 
change to pay for raw materials and new machin- 
ery, etc, on future contracts, depending on our 
judgement of the foreign exchange market at the 
time. ’’ 


An importing company with assets just under $5 
million described their foreign practices in the 
following terms: ‘‘Foreign currency, mainly 
Deutsche marks, is purchased when required and 
when rate of exchange appears favourable. Fluc- 
tuations of the latter are closely observed and 
favourable rates influence the amount of purchase, 
Forward purchases are made occasionally.”’ 


Some small firms were more precise in dating 
the periods in which they altered their behaviour 
and in describing their reasons for doing so. 


A firm manufacturing and wholesaling wood prod- 
ucts, with assets of $1.5 million, answered in 
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the following terms: ‘‘Since 1957 we bought fu- 
tures repeatedly, as we wanted to be protected 
against devaluation of Canadian dollars towards 
our obligation pertinent to imports from the U.S.A. 
We convert U.S.A. dollars for our Exports to the 
U.S.A. currently into Canadian dollars,”? 


A construction company with assets of just under 
$2 million reported: ‘‘We purchased and held 
U.S, funds only once (December 1960) when we 
suspected a drop in the Canadian dollar value — 
because we had surplus cash available to do so. 
Normally we purchase U.S, funds to pay our cur- 
rent accounts when due, paying the going rate of 
the day’’, 


A retailer with assets of just under $300, 000 
answered as follows: ‘‘The company is a buyer of 
foreign currencies, Last year (1961) we decided 
to buy futures... We discontinued this practice 
when the government came out this June with the 
austerity program and the Canadian dollar remained 
firm. ’? 


A manufacturing company with assets of just 
over $5 million answered the question as follows: 
‘‘Foreign currencies, chiefly U.S. dollars, are 
purchased at regular monthly intervals to pay 
liabilities to that country as they fall due. Only 
once has the company bought its requirements. 
ahead of the date required: this was in June, 
1962, when our needs for the next six months (of 
approximately $1,000,000) were purchased in 
advance, due to the potential hazard of a fur- 
ther devaluation of the Canadian dollar.’’ 


An importing company with assets of just under 
$500,000 answered as follows: ‘‘Up until 1962 
foreign exchange purchased as required for imme- 
diate disbursement at current rate. In 1962 futures 
were purchased,’? 


(b) Firms with assets over $10 million 


While the proportion of larger firms dealing 


exclusively on the spot market is lower than in 
the case of smaller firms, over half of the replies 
which could be classified fell into this group. 
The following examples are typical. 


‘“Foreign exchange sold on day received to the 
Bank offering the best rate on a competitive 
basis.’ (A mining firm; asset size $15-$20 
million) 


“Seller only — our practice is to sell foreign 
currencies at rate prevailing on date received.’’ 
(A newsprint firm; asset size $10-$15 million) 


“Foreign exchange is purchased ‘spot’ on the 
local market as required for operations.’’ (A food 
manufacturing firm; asset size $15-$20 million) 


422 


forward market. 


ROYAL COMMISSION ON BANKING AND FINANCE 


‘*A\l_ exchange transactions have been on a spot 
basis.’’ (A drug company; asset size $10-$15 
million) 


‘As a buyer only for normal operations and capital 
expenditures, Do not deal in futures.’’ (A manu- 
facturing company; asset size $10-$15 million) 


‘This company regularly purchases U.S. dollars 
to pay its inter-company account owed to its U.S, 
parent. The transactions are consummated at 
market rates when the company has generated 
sufficient funds to make payment. There is no 
attempt to deal in futures, or hedges, or specu- 
late in any manner.’? (A metal manufacturing 
company; asset size $40-$50 million) 


Some larger firms deal exclusively in the 
The following examples are 


typical. 


“*Forward sales of U.S. funds against forecasted 
sales.’’ (A pulp and paper company; asset size 
$25-$30 million) 


‘*Most of our foreign sales are in terms of U.S, 
or £. It is our practice to hedge these transactions 
through the use of foreign exchange futures 
through the medium of our various Canadian 
banks.’’ (A grain company; asset size $25-$30 
million) 


As exporters of Canadian grain, we are sellers of 
foreign currency. As grain sales are consummated, 
we sell foreign exchange futures to cover the 
conversion to dollars Canadian at the time of 
payment.’’? (A grain company; asset size $35-$50 
million) 


‘We cover all purchases and sales in foreign cur- 
rencies with ‘futures’ in the currency involved. 
We have dealt in futures in U.S, dollars, French 
francs, German Deutsche marks and Danish 
krones.’’ (A machinery firm; asset size $15-$20 
million) 


‘‘Generally, practice has been to obtain cover- 
age against fluctuations on specific sales con- 
tracts where a rate of exchange had to be used 
in calculating price to customer.’’ (A manufactur- 
ing company; asset size $35-$40 million) 


Some of the larger firms usually deal in the 


spot market but on occasion buy futures. 


‘‘Buy and sell on current market, Occasionally 
buy or sell futures if decision to buy or sell has 
been based on current rate of exchange, Longest 
period for either would be 90 days.’? (A primary 
processing firm; asset size $25-30 million) 


‘‘We are a seller of foreign exchange since a sub- 
stantial part of our company’s output is exported 


outside Canada. While at times we have hedged 
by selling futures at the time of invoicing and 
liquidation on collection, currently we are selling 
foreign exchange on date of receipt.’? (A logging 
and lumber firm; asset size $20-$25 million) 


‘‘Normally purchases of foreign currency are made 
through the bank as and when required to pay 
trade payables. Occasionally purchases of futures 
are made in order to protect our position where 
foreign currency is involved.’? (A manufacturing 
company; asset size $20-$25 million) 


‘Our only foreign exchange transactions have been 
simply for the purpose of paying foreign suppliers 
principally U.S, and some British. We have occa- 
Sionally bought futures but usually we have pur- 
chased foreign exchange as needed. Our exchange 
requirements for this purpose generally run be- 
tween $800,000 and $1,000,000 per month.’? (A 
manufacturing company; asset size $10-15 million) 


Some firms typically operate in the spot 


market but switch to the forward market when 
unusually large amounts are involved. 


“Usually purchase foreign currencies as required, 
For large capital items we purchase forward con- 
tracts. Usually we deposit U.S. funds received 
into U.S. bank account. Other foreign currencies 
are sold through Canadian banks.’’ (A textile 
company; asset size $40-$50 million), 


‘‘We buy or sell foreign exchange as needed or 
accumulated, At present we have an unusually 
large amount of business which will be paid for 
in U.S. funds, and we have protected ourselves 
by selling futures.’? (A machinery company — 
asset size $20-25 million) 


‘We regularly sell approximately $400,000 per 
month of U.S. funds through the Bank, On rare 
occasions during the past ten years, we have 
sold forward for periods up to six months, On one 
Occasion, we purchased forward for payments 
schedules on major capital equipment projects,’ 
(A pulp and paper company — asset size $40- 
50 million) 


“As a buyer: We operate a U.S, fund bank 
account and usually purchase enough once each 
month to satisfy our requirements, We occasion- 
ally defer purchase for a few days (never more 
than a week) waiting for a favourable rate. 
Other foreign exchange, mainly sterling, is pur- 
chased on the day we have to make payment, 


As a seller: U.S. funds received are deposited in 
our U.S. fund bank account. They are usually 
less than our requirements of U.S. funds. 


Other foreign currencies are converted to Cana- 
dian dollars as received, 


Occasionally (about once in a year or two) if we 
have a large amount of foreign funds which we 
expect to receive, we will sell futures to protect 
ourselves from a change in the rate.’’ (A textile 
firm — asset size $30-$40 million) 


Some firms adapt their behaviour on the spot 
market in the light of their expectation of foreign 
exchange movements. 


‘Most of production is sold by associated com- 
pany as agent. Normally it converts funds as 
received, but occasionally defers exchange if 
the Canadian dollar appears weak.’’ (A mining 
company — asset size $20-$25 million) 


‘Normally sell foreign currencies as received. 
However if Canadian dollar appears weak can 
occasionally delay conversion.’’ (A refining com- 
pany — asset size $15-$20 million) 


Other firms adapt their behaviour on the for- 
ward market in the light of expected movements 


in rates. 
“Usually sell forward exchange but this depends 
on cost of discounting. If foreign funds seem 
likely to improve may delay hedging for a short 
time.’? (A primary processing firm — asset size 
$40-$50 million) 


The Interview Evidence 

The interviews provided an opportunity to go 
into the answers to the question on foreign ex- 
change in greater depth. It is still the case, 
however, that the answers are very broad and 
general. In cases where corporations operating 
under the flexible exchange rate system had a 
rigid policy of dealing exclusively in the spot 
market, or had a fixed set of mules for operating 
in the forward market and did not vary their 
behaviour in either market in the light of expected 
exchange rate movements, little would have 
been gained by further investigation. In other 
cases, under the flexible rate system firms took 
a view of likely developments in the exchange 
market and adapted their behaviour in the light 
of the view. Only an extensive inquiry making 
use of detailed records of the company’s foreign 
exchange transactions and drawing on the detail- 
ed experience of the relevant executives could 
have provided a reasonably complete understand- 
ing of the practices followed. The following 
examples should be read with this reservation 


in mind. 
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The executives of some firms indicated that 
they dealt exclusively in the spot market and 
made no attempt to take a view of likely devel- 
opments in the market, 


The Vice President-Treasurer of a utility pointed 
out that his company had no earnings in foreign 
currencies but had an annual requirement of $3% 
million U.S. to cover interest, dividends and sink- 
ing fund payments. The U.S, funds necessary to 
cover these payments are purchased on a spot 
basis, as the Treasurer considers such a policy 
to be easier to defend in front of the Board of 
Directors. He pointed out that he was not anxious 
to put himself in the position of having to ex- 
plain to the Board of Directors why, for example, 
he had purchased $2 million U.S. six months in 
advance of requirements during a period when the 
Canadian dollar continued tostrengthen. 


The Comptroller and Assistant Treasurer of a firm 
with subsdiaries in the United States pointed out 
that the company required a certain amount of 
foreign exchange for the purchase of equipment 
in the United States. The company often has its 
U.S. subsidiaries buy the equipment, subtracting 
the amount paid from the balance owed by the 
subsidiary to the parent on the inter-company 
account, Any transactions they cannot offset are 
made on a spot basis, As the Assistant Treasurer 
put it, ‘‘We don’t speculate — nor do we attempt 
to prevent speculation by hedging.’? The company 
will occasionally attempt to speculate on future 
price movements of commodities and recently 
bought a two years supply of one of their raw 
materials in advance of a price change. 


A large complex firm with a net inflow of $60 
million U.S. per year has a policy of not dealing 
in the forward market. The company receives 
payments for its sales between the 15th and 30th 
of every month, and it makes regular daily trans- 
fers from U.S. to Canadian dollars in the latter 
half of every month. Some of the affiliated com- 
panies did occasionally use futures prior to their 
association with this firm, but the policy of uni- 
form spot purchases was adopted when they 
became affiliates. 


The Vice President Finance of a large manufac- 
turing company pointed out that the company re- 
quires $70-$80 million a year in U.S. currency. 
The monthly requirements for U.S. funds are 
estimated and purchases are staggered fairly 
evenly throughout the month. The company does 
vary its purchases from day to day in accordance 
with their view of future shifts in rates. 


The executives of some large firms who did 
not attempt to take a view of the market in the 


424 ROYAL COMMISSION ON BANKING AND FINANCE 


days of the flexible exchange rate indicated that 
they had made a deliberate choice to operate 
in this way after a careful analysis of the alter- 


natives. 
The Treasurer of a primary producing firm with 
large earnings in U.S, dollars said that it was a 
matter of company policy under normal conditions 
to convert U.S. dollars at the time of receipt. 
When it was suggested that an alternative policy 
might be more profitable, they asked their bank 
to fly in its foreign exchange specialist from 
Head Office, and the executives of the company 
questioned him closely, The executives were not 
convinced that anything significant could be 
gained by altering their policy and continued to 
dispose of foreign exchange at the time of receipt, 


In one important case, operations in the spot 
market were usually carried out in a fairly regu- 
lar way and a special effort was made during the 
crisis period of 1962 to follow a policy which 
the company felt would meet with the approval 
of the authorities. 
A large primary producing company with very 
heavy earnings of U.S, dollars makes a practice 
of selling spot in daily amounts of equal size, 
The company sometimes sells U.S. dollars a few 
days ahead when there is a rate advantage in 
doing so, During the period of the exchange crisis 
a record was kept of the foreign exchange trans- 
actions of the company and a copy sent to the 
authorities to make clear the fact that the com- 
pany had not been taking a position in U.S, dol- 
lars during the period. 


Some firms made a usual practice of dispos- 
ing of foreign exchange in the spot market at the 
time of receipt, but altered this practice in 
1962. 


In an interview with the President and Treasurer 
of a large primary producing company, they point- 
ed out that the firm had Substantial earnings in 
U.S. funds, almost $50 million per year, of which 
about $15 million was required for debt service 
and other payments in the United States. The 
balance, $35 million, is transferred into Canadian 
funds as soon as the foreign currency is received, 
and is not sold forward, The only time the com- 
pany took a view on foreign exchange was in 
1962 when funds generated from an issue in the 
United States were kept in U.S. dollars until 
they were needed for expenditures in Canada, 


Some large firms had a regular pattern of 
operating in the forward market and did not 
attempt to forecast exchange rate movements. 


A large company with an American parent reported 
that they always held two months cover on re- 
quirements of U.S, dollars and Sterling, They 
formerly held three months cover, but decided 
three years ago that two months cover was cheaper 
and provided a long enough time to change prices 
to pass on the changed cost of imports. 


The Vice President Finance of a large manufac- 
turing company indicated that they followed the 
general policy of covering their foreign commit- 
ments, There have, however, been intervals when 
the company has taken up poSitions in the ex- 
change market indicating that it thought the 
existing rate either unnaturally high or unnaturally 
low. The usual company procedure between 1953 
and 1959 was to speculate against the Canadian 
dollar whenever it was at a substantial premium 
but not to speculate in its favour when it got 
close to par, 


The Treasurer of a large retailing firm pointed 
out that the company always hedges to some 


extent its purchases of goods from foreign coun- 
tries. They normally have forward cover for 
approximately three months’ purchases, although 
at times this cover is allowed to drop as low 
as two months’ purchases and has been as 
high as six months’ purchases, Throughout the 
nineteenefifties the size of the company’s forward 
cover was allowed to vary constantly in response 
to changes in the company’s expectations of 
future movements in the exchange rate. During 
most of 1962 the company maintained about three 
months’ forward cover, which was augmented in 
May by the purchase of $2 million U.S. These 
funds were still being employed in the short term 
money market in New York in October when this 
interview was carried out. This purchase of spot 
U.S. dollars was made at a time when the company 
felt the need to cover requirements for U.S. funds 
while at the same time considering that the cost 
of forwards was excessive, 


When operating under the flexible exchange 
rate system, the executives of many large firms 
altered their purchases or sales of either Spot or 
forward exchange in the light of their views of 
expected exchange rate ch anges. This behaviour 
took a variety of forms. 

Some firms ordinarily bought in the spot 
market as required, but on occasion covered 
their requirements if they anticipated a move 
ment in the rate. 


A large retailing company in general fills its 
requirements for U.S, dollars by buying spot, 
although Occasionally they may cover as much 
as two months purchases when they feel a shift 
in the value of the Canadian dollar is inevitable, 


Other firms ordinarily covered their require 
ments for foreign exchange but altered the extent 
of this cover when they anticipated shifts in the 
rate. 


A company with no purchases or sales in foreign 
markets reported that it only required foreign ex- 
change for the payment of dividends amounting 
each year to $1.2 million. They follow the prac- 
tice of buying the U.S. funds necessary for divi- 
dends up to six months ahead of the dividend date 
and invest the cash in the U.S. money market. 
The company’s practice is to buy the funds re- 
quired in fairly regular amounts during this six- 
month period. The extent to which they buy ahead 
depends on their view of likely movements in 
the exchange rate and in general they follow their 
bank’s advice in these matters, 


The behaviour of a significant proportion of 
large firms cannot be classified simply. During 
the flexible exchange rate period they attempted 
to take a view of future exchange rate move 
ments and operated in both the spot and forward 
markets in the light of this view. In most cases 
the executives concemed were interviewed 
shortly after the establishment of the fixed rate 
and had not settled on a new course of action. 


The Vice President of a large manufacturing firm 
pointed out that the company had significant sales 
in the United States but that these sales are not 
large enough to provide an offset for the com- 
pany’s purchase requirements of U.S. funds, 
Annual purchases in the United States amount to 
U.S. $30-35 million, while sales to that country 
are approximately one-third of this amount. The 
company thus has an annual net requirement of 
about U.S. $22 million. They keep a U.S. dollar 
balance in a New York bank the size of which 
varies with the company’s expectations about 
future movements in the exchange rate, but which 
is intended in general to be large enough to cover 
one month’s payment requirements in U.S. funds. 
In early 1960, shortly after a large bond issue 
had been floated, the company put some of its 
excess funds to work in New York in order to take 
advantage of the higher interest rates and capital 
gains available there. This large transfer of 
funds to New York amounted to a forward pur- 
chase of funds for a company with net annual 
requirements for U.S. currency. Inflated holdings 
of U.S. funds in 1960 allowed the company to 
have a reduced cost of U.S. funds for that year. 
Likewise, in early June 1961 the company in- 
creased its New York balance to $12 million, 
four times its usual size, in anticipation of future 
declines in the value of the Canadian dollar. 
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Such declines did im fact take place and the com- 
pany was once again able to obtain its U.S, funds 
at a lower cost, 


The Treasurer of a large company pointed out that 
they required about $4 million per month of U.S, 
funds in order to meet their requirements. In June, 
1962 their forward position was about $10 million 
and this position in the past had been as high as 
$60-70 million. Throughout the period from the 
end of 1960 the company had consistently main- 
tained a forward position, in the expectation that 
the Canadian dollar would not go any higher. 
This reasoning was also behind the company’s 
decision to redeem notes payable in U.S. dollars 
a year in advance of maturity. In doing so, they 
made substantial savings on their purchases of 
U.S. funds. The purchase of forward exchange was 
described as a -relatively new practice for the 
company, most exchange purchases being made 
on a spot basis prior to 1960. 


The Vice President of a large company reported 
that they buy approximately $50 million U.S. per 
year. The firm takes an active position in the 
exchange market and buys up to six months sup- 
ply of futures whenever their expectations are 
that the Canadian dollar will weaken within the 
next half year. During the period when the ex- 
change rate was floating, the Vice President 
would buy futures in quantity whenever the Cana- 
dian dollar went as high as $1.04 U.S. and would 
buy spot whenever the rate came close to par. In 
the past year and a half, the company has been 
quite heavily hedged. It was estimated that the 
firm made nearly $500,000 in 1961 buying U.S. 
dollar futures. In 1960 the profits made on $10 
million in futures bought early in the year was 
balanced by the loss on $8 million in futures 
bought in June at a rate of $1.09% Canadian per 
U.S. dollar. 


The Vice President and Treasurer of alarge manu- 
facturing company indicated that the company 
had an annual requirement of around $4 million 
U.S. per year. Throughout the nineteen-fifties 
the company followed a policy of hedging when- 
ever they thought the Canadian dollar was more 
likely to move down than up, and not covering 
their requirements for foreign currency when the 
Canadian dollarlooked as though it would strenght- 
en. These procedures were followed even though 
in the Treasurer’s opinion it was not part of 
his function to make money on the foreign ex- 
change market. The company covered extensively 
in the early months of 1962 but have ceased to do 
so since the fixed exchange rate was established. 


The Vice President and Treasurer of a large 
manufacturing company indicated that with imports 
of around $75 million as compared with exports of 
about one-fifth of this amount, they had large 
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U.S. dollar requirements. They hedged these net 
U.S. dollar requirements intermittently in the 
period 1953-57, depending upon their view of 
rate movements, Towards the end of 1957, when 
they were hedging regularly, they found that the 
hedging was more expensive than dealing on the 
spot market, and they switched to spot purchases 
until hints of devaluation in November 1960, A 
three to six months hedge was maintained from 
then until June 1962. Since then, all purchases 
have been spot. 


Following an interview in which the question on 
foreign exchange practices was discussed, the 
Vice President Finance of a large primary produc- 
ing company submitted the following information 
on their policy, ‘‘Since more than half of our sales 
are to U.S. customers in U.S, dollars and most of 
our expenditures are in Canadian funds, we are a 
heavy seller of U.S. dollars, We are also a seller 
of Sterling received in the United Kingdom mar- 
ket. Our policy is a flexible one in that we sell 
U.S. dollars on a spot basis from day to day or 
on a future basis in anticipation of receipts, or a 
combination of both, depending upon the best 
judgement of management of the future trend of 
the exchange rate. In order to obtain what is 
considered to be the most favourable rate, we rely 
upon day to day advice and forecasts from banks 
and financial advisers and upon published infor- 
mation from the Government and other sources, 
Until recently we sold Sterling for Canadian 


dollars on a spot basis as received, We now 
(August, 1962) sell Sterling on a future basis for 
delivery when Sterling is expected tobe collected, 


Conclusion 

The evidence summarized in this chapter 
was a by-product of the Survey. If we had carried 
out a full-scale inquiry on the foreign exchange 
market behaviour of corporations, we would have 
placed much more stress on quantitative results 
and would have probed much more deeply into 
the practices of individual firms. As in the case 
of the analysis of the effects of monetary poli- 
cy, we would have taken advantage of the fact 
that a limited number of very large firms are of 
critical importance in the market and that an 
understanding of behaviour of these companies 
would carry one a good deal of the way to an 
understanding of the foreign exchange market. 

The broadly indicative evidence we did 
gather is of some interest as an illustration of 
the way in which firms conducted their foreign 
exchange transactions under a relatively settled 
flexible exchange rate system, and how their 
behaviour was affected by the events of 1960- 
1962. 


CONCLUSION 


No attempt will be made here to summarize 
the evidence marshalled in the previous chapters. 
Where possible we have attempted to draw con- 
clusions as we went along, and these conclu- 
sions are best left close to the evidence on 
which they are based. This may be, however an 
appropriate place to offer some concluding obser- 
vations, 


Perhaps the first point to be made is that it is 
important to recognize that the question of the 
effectiveness of monetary and debt policies is a 
quantitative question. Much of the apparent dis- 
agreement on the effectiveness of these policies 
may not be a disagreement at all. It may be that 
those who hold, as did the Commission on Money 
and Credit in the United States, that monetary 
policy is a ‘‘valuable and effective instrument of 
Stabilization policy’’ are in fact content with 
very limited effects. Alternatively, some of 
those who dismiss monetary and debt policies 
as being of limited importance may anticipate 
effects which others would regard as of consid- 
erable significance. Unless those who put for- 
ward views on this subject give some clear 
indication of the size and timing of the effects 
they have in mind, it is difficult to know what 
is being said. 

The second point worth emphasis is that the 
effectiveness of monetary and debt policies rai- 
ses a quantitative question which does not lend 
itself to an answer which applies at all times 
and in all places. It is a matter of considerable 
interest to know how the Swedish economy 
reacted to a particular set of measures in a par- 
ticular year or how parts of the British and Amer- 
ican economies responded to changes in credit 
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conditions at various times. From the point of 
view of a Canadian policy maker, it is even more 
interesting to know how the Canadian economy 
responded to changes in credit conditions in var- 
ious yearsin the past. But this is not enough. An 
economy can easily alter through time in a way 
which affects the extent and timing of the re- 
Sponse to monetary and debt policies. Attention 
was drawn in the Commission’s Report to the ef- 
fects which flowed from the existence of a flex- 
ible exchange rate in Canada, and it is evident 
that the exchange rate system in force is of con- 
siderable significance. Other characteristics of 
the economy can also play a part. If, for example, 
the structure of the financial system is altered to 
allow freer rein to the play of interest rates and 
increased competition among lenders, changes 
in credit conditions will tend to be reflected to 
a greater extent in changes in borrowing and 
lending rates and tc a lesser extent through 
changes inthe availability of credit. This could 
be expected to influence both the magnitude and 
distribution of the effects of monetary and debt 
policies. 


This suggests the need for continuing 
research if the authorities are to keep them- 
selves informed on the effects which can be 
anticipated from particular changes in monetary 
and debt policies. This is, of course, not the 
only area in which continuing research of this 
kind is required. It would clearly be a misal- 
location of research resources if great efforts 
were made to refine estimates of the likely 
effects of limited variations in credit conditions 
while no attempt was being made to develop 
quantitative measures of the effects likely to 
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follow from changes in taxes and government ex- 
penditures. Fiscal policy is potentially a more 
powerful instrument than monetary and debt pol- 
icies, and the analysis of the effects likely to 
follow from fiscal changes might well be re- 
garded as enjoying a certain priority over anal- 
ysis of the consequences of changes in credit 
conditions. 


As pointed out in the Commission’s Report, 
the techniques for carrying out research on the 
effects of economic policies on the economy 
can be classified in three categories: eco- 
nomic arithmetic -- the compilation of sta- 
tistical information and its analysis by graphical 
and other elementary techniques: econometrics 
-- the quantitative analysis of statistical in- 
formation on the economy; and Surveys -- the 
direct questioning of decision-makers on the 
way in which they have responded to changes in 
economic policy. There are enthusiastic ad- 
herents of each of these methods who feel that 
the attack should be concentrated intheir sector. 
In our view, the wiser course is to press ahead 
on all fronts, recognizing that in effect these 
three methods are all variants of a single method. 


There is a crying need for better basic 
Statistical data and the success of any empiri- 
cal work depends in large measure on the availa- 
bility of improved data. At the same time, as 
the various comments by corporate officials in 
this study indicate, there are limits to the amount 
of information which governments can expect to 
collect from corporations and others, and it is 
therefore vital that those collecting statistical 
data concentrate their efforts on obtaining the 
kind of information which is most useful. The 
more applied work which is being done with 
the existing data, and the more clearly those 
engaged in applied work can point to the need 
for particular kinds of data, the more likely is 
it that those engaged in assembling quantitative 
information will succeed in improving the sta- 
tistical base. 


There is no need to stress the importance 
of continued efforts to carry forward econometric 
research. Given the best available statistical 
information, it is clearly desirable to apply the 
best available quantitative methods to the 
analysis of these data, It should come as no 


Surprise that the task of establishing the nature 
and magnitude of the inter-relations among 
various economic variables is a very difficult 
one. It is not to be expected that issues which 
have remained unsettled in economics for many 
decades will yield very quickly, evento improved 
methods of analysis. Those providing support 
for econometric research should regard this as a 
long-term investment project and not expect the 
returns to be very high in the early years. 


The survey method is not an alternative to 
the further improvement of statistical information 
and the analysis of these data by econometric 
techniques. It is rather a complementary means 
of achieving the same end. This is evident if 
one remembers that much of the basic data which 
is made available for statistical analysis by 
either elementary or advanced techniques is 
obtained by regular responses from corporations 
and others to questions asked by the Dominion 
Bureau of Statistics and other government and 
Private agencies. There is, of course, a dif- 
ference between a response which is confined to 
Statistical information and a response which 
goes one step further to an analysis of some of 
the decisions which lie behind the data. This 
difference can be a marked one if the statistical 
survey is part of a regular pattern of reporting 
with relatively high standards of accuracy while 
the survey of decision-making does little more 
than assemble rather casually expressed views 
on the forces which influence behaviour. On the 
other hand, if the standards of accuracy of the 
Statistical survey are not high, and considerable 
care is taken with the survey of decision-making, 
it may be hard to judge which is the more ac- 
curate. Those engaged in the collection of 
basic statistical data are often shocked to find 
the bold use made of quantitative information 
which is of questionable accuracy. There is some 
advantage, therefore, in subjecting statistical 
data to detailed analysis at the level of the 
individual unit. Where the number of decision- 
makers is very large, the records inaccurate or 
incomplete and the decisions not characterized 
by order and consistency, the task of analysis 
at the level of the individual unit is difficult 
in the extreme. In the case of corporations, 
however, the economic variables being studied 
are very Significantly affected by the behaviour 


of a relatively small number of decision-makers 
in large companies. The records of most cor- 
porations are accurate and usually fairly de- 
tailed, and an attempt is ordinarily made to 
maintain some consistency and order in the 
decisions being taken. Under these conditions, 
direct questioning, if carried out with sufficient 
care, can serve a useful purpose. 

The success of work of this kind turns 
directly upon the willingness and ability of 
corporate officials to supply reliable information. 
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Our own experience in the present survey in- 
dicates that senior executives are prepared to 
take a good deal of time and trouble to analyze 
their decisions if it can be shown that this 
will contribute to an understanding of the way 
in which the economy works. It is to be hoped 
that a critical analysis of the present survey 
on the part of corporate officials and economists 
concerned with the impact of public policies 
on the economy will help to prepare the way for 
future research on this important subject. 
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NOTE | 
CORPORATE SURVEY QUESTIONNAIRE 


Date %se 2c. Se 

Date of financial year-end ............ 
Name: of Firm: 0. 220.0029 slau lee Wee da aay «15 sata chandeliers coh wl ote ae 
Address ig. fs chtn activi carer hae ar et oes SCM ee ey Ee Pe ey Cre ek AG kl 
Type of Operations, snjuieias 1h o/ssn 0 aschags leita setts «daa ts aca ae 
NumbersotvEmploy eesti cavern cisnicts bien, Serre eee ee siasei'aisejeie. oils, weiaye: © tsisl's epee alassaaiksaet steer 
Approx. value of sales for the financial year ending in 1961: ......... cc. cc ceccccccccecvcceccccccces 
Approx. value of total assets ‘at year-end 1961," .°. ) .aur.yaic' os. cise «ake <k cs sli ee 
Approx. depreciation expense for financial year’ending\in.196 len. aes (he ue ee 
Approx. capital expenditures for financial year ending inil961:052 44 <0... eawe eee 
Name and position of Company official completing the:questionnaire:... ........0:,.0+ oss eeee é 


The purpose of this questionnaire is to aid the Commission in assessing the role of borrowed funds 
in financing Canadian industry, and estimating the effects of changes in credit conditions upon the 
Capital expenditures and financing policies of firms of various types and sizes. If any of the following 
questions do not apply to the operations of your firm, please put N.A. (Not Applicable) in the answer 
Space, explaining if you wish the reason why the question is inappropriate. The answers given to the 
questions will be treated as confidential. 


i. 
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In 1956-57, 1959-60, and in mid-1962 funds became less available in Canada and interest rates 
increased. Were changes in the availability or cost of credit in whole or in part responsible for 


leading your firm to: 


(a) Change your sources of finance? 

In particular, were you led to: 

(i) Go outside Canada for funds? 

(ii) Initiate or increase the use of sale and lease- 
back financing? 

(iii) Decide to issue share capital rather than bonds 
or Other fixed interest obligations? 

(iv) Find new lenders (another bank, trust com- 
panies, etc.) for financing of a type already 
employed? 

(v) Obtain more trade credit from your suppliers? 

(vi) Obtain more or larger advances from customers? 

(vii) Make other changes? 

(Specify if possible.) 


(b) Increase the internal flow of cash available for 
expenditures? 
In particular, did you: 
(i) Restrict the granting of trade credit to 
customers? 
(ii) Restrict the payment of dividends? 


(c) Extend financial aid to other firms? 
In particular, did you: 
(i) Allow some customers to have more credit 
than usual? 
(ii) Make extra advances to suppliers? 
(iii) Increase the size of advances to subsidiary 
or associated companies? 


(d) Deliberately reduce the size of your raw materials, 
work-in-process, or finished goods inventories? 


(e) Postpone any capital expenditures? 
If so, please indicate the amounts involved, the 
nature of the projects, and the number of months 
of postponement. 


(f) Abandon plans for capital expenditures? 
If so, please indicate the amounts involved and the 
nature of the projects abandoned. 


1956-57 


Yes 


No 


1959-60 


Yes 


No 
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1962 
ae aa oe 


Yes 


No 
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If increases in the cost of external funds or restrictions on their availability have not led you to 
decrease your planned capital expenditures, is this because: (Please check.) 


(a) Your firm relies only on internal sources of finance or advances from associated ( 
companies? 


(b) The increases in the cost of funds or restrictions on amounts available were not 
great enough to affect your planning of capital expenditures? ( 


(c) You were committed to expenditure programmes already under way? ( 


(d) Your firm was not planning or making capital expenditures during the periods of 
credit restriction? ( 


(e) Of other reasons? (Please specify) ( 


If past increases in the cost of funds have not been great enough to decrease your planned capital 
expenditures (answer (b) above), would you indicate below, if possible, how large an increase in the 
cost of funds would have to occur before the size or timing of your capital expenditures would be 
affected? 


In 1961 and early 1962 funds became more available and interest rates decreased in Canada, Were 
these changes in the availability or cost of credit in whole or in part responsible for leading your 
firm to: 
(a) Change your sources of external finance? Yes No 
If so, please indicate briefly below thenature of 

whatever changes were made. 


(b) Accelerate your capital expenditure programme? Yes 
If so, please indicate the amounts involved, the nature 
of the projeets, andthe number of months the projects 
were brought forward. 


(c) Implement new plans to purchase capital assets? Yes No 
If so, please indicate the size and nature of the 
new projects. 
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5. If decreases in the cost of external funds or increases in the amount of funds available have not led 
you to increase your planned capital expenditures, is this because: (Please check.) 


(a) Your firm relies only on internal sources of finance or advances from associated 
companies? ( ) 


(b) The decreases in the cost of funds, or the increases in the amounts available, 
were not great enough to affect your planning of capital expenditures? ( ) 


(c) There were no additional capital expenditures available which would promise 
a satisfactory rate of return, however low the cost of external funds? ( ) 


(d) Of other reasons? (Please specify.) ( ) 


6. (a) How large is your present line of bank credit? 


(b) Please indicate the changes in this lineof credit since 1954. 


7. (a) Combined total of share capital and retained earnings at the end of the financial year 1961: 


ret es cic chatctavsnelcls @ ereiels © es eier eve. e'1s;'ero.ereseje stele .eLelene s.6 ene ere) 9188) .9s 218,08 9 20)8) ° neers ACSC Ie Th cael Gg 
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8. Sources of funds during the period 1955-62. 


Years in which Effective 
the source Approximate interest 
was used amounts rate 
(a) Share capital issued: N.A. 


(b) Bonds or debentures issued: 


(c) Term loans 
(i) From chartered banks 


(ii) From other institutions 
(Specify) 


(d) Bank loans (non-term) 


(e) Commercial paper 


(f) Other non-bank short-term borrowing 
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9. It may be the case that your firm has since 1950 been affected by the cost or availability of credit 
during some year or years other than those mentioned above, or has been affected during the years 
mentioned in a way not brought out by the specific questions which have been asked. If so, please 
indicate the date or dates when your actions or plans were affected, the extent to which your spending 
or financing plans were altered, and any other relevant details. 


10. The Commission isinterested in obtaining information on the decisions made by participants in the 
foreign exchange market. Please describe briefly the practices you follow asa buyer or seller of 


foreign currencies. 
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